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January 20, 2017

Melanie Hill, Executive Director

Health Services and Development Agency
502 Deaderick Street, 9" Floor

Nashville, TN 37243

RE: Certificate of Need Application
Baptist Memorial Hospital

Dear Ms. Hill:

Enclosed are three copies of the Certificate of Need application for the satellite
emergency department near the intersection of I-40 and Airline Road in Arlington, TN.
Check Number 1924555 for $57,334 is enclosed for the review fee.

Thank you for your attention.

Sincerely,

/2% :7 jf?vzv’
Arthur Maples

Dir. Regulatory Planning & Policy

Enclosure



CERTIFICATE OF NEED
APPLICATION

SATELLITE EMERGENCY DEPARTMENT
near the intersection of
I-40 AND ARILINE ROAD in

ARLINGTON

BAPTIST MEMORIAL HOSPITAL
JANUARY 2017




State of Tennessee

Health Services and Development Agency

Andrew Jackson Building, 9th Floor, 502 Deaderick Street, Nashville, TN 37243
www.tn.gov/hsda Phone: 615-741-2364 Fax: 615-741-9884

CERTIFICATE OF NEED APPLICATION

SEC : APPLICANT

1. of Facilit itution
Baptist Memorial Hospital
Name
Intersection of 1-40 and Airline Road Shelby
Street or Route County
Arlington TN 38002
City State Zip Code
Website address:

Note: The facility's name and address must be the name and address of the project and must be
consistent with the Publication of Intent.

2. Contact Person Available f n
Arthur Maples Dir Regulatory Planning & Policy
Name Title
Baptist Memorial Health Care Corporation Arthur.Maples@bmhcc.org
Company Name Email address
350 N Humphreys Blvd Memphis TN 38120
Street or Route City State Zip Code
Employee 901-227-4137 901-227-5004
Association with Owner Phone Number Fax Number

NOTE: Section A is intended to give the applicant an opportunity to describe the project.
Section B addresses how the project relates to the criteria for a Certificate of Need by
addressing: Need, Economic Feasibility, Contribution to the Orderly Development of

Health Care, and Quality Measures.

Please answer all questions on 8%” X 11” white paper, clearly typed and spaced, single or
double-sided, in order and sequentially numbered. In answering, please type the question
and the response, All questions must be answered. If an item does not apply, please indicate
‘N/A” (not applicable). Attach appropriate documentation as an Appendix at the end of the
application and reference the applicable item Number on the atfachment, i.e., Attachment
A.1, A.2, etc. The last page of the application should be a completed signed and notarized
affidavit.




ECTION A: EXECUT UMMARY

A. Qverview
Please provide an overview not to exceed three pages in total explaining each numbered
point.

1) Description — Address the establishment of a health care institution, initiation of health
services, bed complement changes, and/or how this project relates to any other
outstanding but unimplemented certificates of need held by the applicant,

Response:
This CON application is for a satellite Emergency Department (ED). As

presented in the November 2015 applications, this proposed satellite ED
will be structured according to the Tennessee and CMS provider-based
regulations and will operate as an outpatient department of BMH with
the same licensure classification as the main ED on the BMH-Memphis
campus. Patients will have access to a full service Emergency
Department. If appropriate care is not available at the site, a
patient will be stabilized and transported to the closest, most
appropriate facility.

The satellite ED will be located in a single level of approximately
13,750 gross sq ft facility. It will open with 10 treatment rooms,
Laboratory, and provide CT, X-ray and ultrasound imaging.

This project does not involve additional inpatient beds, major medical
services or initiation of new services for which a certificate of need
is required. This project is unrelated to any outstanding certificates
of need held by the applicant.

2) Ownership structure;
Response:

The satellite Emergency Department will be licensed as part of Baptist
Memorial Hospital (BMH). The sole member of BMH is Baptist Memorial
Health Care Corporation. The project will be developed,
operationalized and marketed through a joint operating agreement
between BMH and Regional One Health (ROH). This is the same
relationship that was discussed with the HSDA and Licensing in
previous applications.

3) Service area;
Response:

The counties in the service area will be primarily in Shelby and
Fayette, but also involves Haywood and Tipton.



(!

County _ City I .Zip Code | Service Area
Shelby Arlington 38002 ! Primary |
| Haywood | Brownsville 38012 | Secondary |
| Shelby Cordova 38016 Primary
Shelby Cordova 38018 Primary
Shelby Eads 38028 Primary ]
Tipton | Mason 38043 | Secondary
Shelby | Millington 38053 | Secondary
Fayette Oakland 38060 Primary
Fayette | Somerville 38068 | Secondary
: Haywood Stanton 38069 | Secondary "
Fayette | Williston | 38076 Secondary
Shelby | Bartlett 38133 Primary
Shelby | Bartlett | 38135 [ Primary

4) Existing similar service providers;
Resgonse H

An FSED is not located in the service area.

5) Project cost;
Response:

The estimated project cost is $10,813,697. The costs involve a
developer that will handle construction, funding, and related costs
through a lease. TC Northeast Metro Development, Inc, a wholly owned
subsidiary of Trammell Crow Company is the developer of the building,
which will be leased from them with an option to buy.

6) Funding;
Response:

As stated previously, Trammel Crow Company is funding the building and
related costs. The operating agreement involves both BMH and ROH in
funding equipment which is $3,430,000, consultant fees of approx.
$40,000 and CON filing fees. BMHCC has owned the proposed site since
2006, pursuant to its plan to provide health care services in this
area.

BMHCC has given Trammel Crow Company an Option to Lease the land.

7) Financial Feasibility including when the proposal will realize a positive financial margin;
and

Response:

Financial feasibility is demonstrated by the Projected Financial
Charts and will realize a positive financial margin in the 2nd Year.

8) Staffing.

Response:
Nurse Staffing will be handled by BMH through system resources



including the Baptist College. Team Health will provide physicians
certified in Emergency Medicine as an extension of the current contract
in place at the main ED on the BMH campus.

B. Rationale for Approval

A certificate of need can only be granted when a project is necessary to provide needed
health care in the area to be served, can be economically accomplished and maintained,
will provide health care that meets appropriate quality standards, and will contribute to the
orderly development of adequate and effective health care in the service area. This
section should provide rationale for each criterion using the data and information points
provided in Section B. of this application. Please summarize in one page or less each of
the criteria:

1)  Need;
RESEOHSE -

As presented in previcus applications, the main ED on the campus of
BMH-Memphis has steadily increased in visits and has reached the
capacity that was anticipated when the most recent expansion was
completed in 2011. The main ED has expanded to the largest extent
possible on the land available in the Northeast direction closest to
Briarview Road. In 2016 the emergency department, which was expanded
to serve 60,000 patient visits, reached 66,467. The need for
additional ED capacity can be best accommodated by satellite
facilities. This FSED will serve patients closer tc their homes and
prevent delay.in patient travel and relieve crowded conditions at BMH
Memphis. CMS has indicated a support for FSEDs by excluding them from
recent payment adjustments to hospital off campus projects. The MedPac
recently indicated that FSEDs may be an alternative way to provide
efficient health care in areas that cannot support a full hospital.

During the continuing development of FSED criteria with Tennessee State
Health Planning Department, reference materials have provided
opportunities to discuss capacity levels published in A Practical Guide
to Planning for the Future, a Second Edition. Planning has clarified
that the levels should be a guideline rather than a standard. The
author of the guide states that the levels “..should help you understand
the order of magnitude of a proposed project.. . .developed it in a way
that you can see how the quantity of potential patient care spaces can
affect the total size of an emergency department.” The statement on
page 109 is, "“if you skew more toward the high range..your new facility
will likely fall to that side of the area and bed number ranges.”

Table 5.2 in the publication lists factors that will determine whether
the future emergency department will be designed in the low range or
the high range. One of those factors is Percentage of Admitted
Patients, and the high range isg stated as more than 25% of your
emergency department patients will be admitted. In 2015 BMH admitted
approx. 27% of its ED patients.

This project will also provide a way to strengthen the community’s



safety net hospital at Regional One Health Medical Center. The
emergency department at ROH averaged 48.5 hours diversion per month
over the last 6 months of 2016.

2) Economic Feasibility;

Response:

The project is econcmically feasible as demonstrated by the project’s

positive bottom line in 2nd year of operation. As expressed earlier,

support for FSEDs has been demonstrated by MedPac and CMS, the largest
purchaser of health services in the country and in Tennessee.

Baptist FSED will educate patients about the services and the cost of
care that can be provided in the emergency department compared to
alternative settings.

3) Appropriate Quality Standards; and

Response:
A recent survey in Emergency Medicine found that patients listed
“competent physician”, “courteous and quick registration staff”, and

*cleanliness” among the 10 most important FSED attributes. The FSED
is important to reduce overcrowding at BMH Memphis, particularly in
high utilization periods. BAn overcrowded emergency department leads
to extended waits for patients and family and negatively effects
patient satisfaction.

Baptist will operate the FSED in a high quality manner. BMH Memphis
will continue to measure the criteria supported by CMS and in
consideration for inclusion in the State’s CON c¢riteria.

4) Orderly Development to adequate and effective health care.

Response:
Not only will the FSED contribute to relieving the overcrowding at BMH

Memphis but will be a portal to chronically ill patients who are
working with Baptist as a medical home. The application is focused on
specific zip code areas located around an accessible location directly
off I-40. Thig location is responsive to the comments made at the
HSDA hearing on Baptist Memorial Lakeland FSED project that location
should be further away from other providers and closer to area in need
of gervice. This location is 6.5 miles from the previously proposed
location in Lakeland. The previous Lakeland location was approx. 5
miles closer to BMH Memphis and 5.3 miles closer to ROH. Patients can
choose the FSED at peak times and patients coming from Fayette and
Haywood counties, who otherwise seek ED services at BMH Memphis, will
find the FSED closer than BMH Memphis or ROH.



C. Consent Calendar Justification

If Consent Calendar is requested, please provide the rationale for an expedited review.

A request for Consent Calendar must be in the form of a written communication to the
Agency's Executive Director at the time the application is filed.

Response:
N/A



4. SECTION A: PROJECT DETAILS

wner of cili
A,
Baptist Memorial Hospital 901-226-5000
Name Phone Number
350 N Humphreys Blvd Shelby
Street or Route County
Memphis TN 38120
City State Zip Code

B. Type of Ownership of Control (Check One)

A. Sole Proprietorship F. Government (State of TN or
B. Partnership Political Subdivision)
C. Limited Partnership G. Joir‘1t Ver?turc?
D. Corporation (For Profit) H. Limited Liability Company
E. Corporation (Not-for- X | Other (Specify)
Profit)

Attach a copy of the partnership agreement, or corporate charter and certificate of corporate
existence. Please provide documentation of the active status of the entity from the Tennessee
Secretary of State's web-site at hitps:/tnbear.tn.qov/ECommerce/FilingSearch.aspx. Attachment
Section A-4A,

Response:

A copy of the corporate documents are provided as Attachment Section A-4A

Describe the existing or proposed ownership structure of the applicant, including an ownership
structure organizational chart. Explain the corporate structure and the manner in which all entities of
the ownership structure relate to the applicant. As applicable, identify the members of the ownership
entity and each member's percentage of ownership, for those members with 5% ownership (direct or
indirect) interest.

I's. Name of Management/Operating Entity (If Applicable)

Name

N/A
Street or Route County
City State Zip Code

Website address:

For new facilities or existing facilities without a current management agreement, attach a copy of
a draft management agreement that at least includes the anticipated scope of management services
to be provided, the anticipated term of the agreement, and the anticipated management fee payment
methodology and schedule. For facilities with existing management agreements, attach a copy of the
fully executed final contract. Attachment Section A-5.

Response: N/A




6A. Legal Interest in the Site of the Institution (Check One)

A. Ownership X D. Option to Lease X
B. Option to Purchase E. Other (Specify)
C. Lease of Years

Check appropriate line above: For applicants or applicant's parent company/owner that currently
own the building/land for the project location, attach a copy of the title/deed. For applicants or
applicant's parent company/owner that currently lease the building/land for the project location, attach
a copy of the fully executed lease agreement. For projects where the location of the project has not
been secured, attach a fully executed decument including Option to Purchase Agreement, Option to
Lease Agreement, or other appropriate documentation. Option to Purchase Agreements must
include anticipated purchase price. Lease/Option to Lease Agreements must_include the
actual/anticipated term of the agreement and actual/anticipated lease expense. The legal interests
described herein must be valid on the date of the Agency’s consideration of the certificate of need
application.

Response:
A copy of the Notice of Intent/Option to Lease is provided as Attachment

Section A-6A

6B. Attach a copy of the site’s plot plan, floor plan, and if applicable, public transportation route
to and from the site on an 8 1/2" x 11" sheet of white paper, single or double-sided. DO NOT
SUBMIT BLUEPRINTS. Simple line drawings should be submitted and need not be drawn to

scale.

1) Plot Plan must include:
a. Size of site (in acres); Response: 1.65 Acres
b. Location of structure on the site;
c. Location of the proposed construction/rencvation; and
d. Names of streets, roads or highway that cross or border the site.

Responge: A copy of the Plot Plan is provided as Attachment Section A-6B-1

2) Attach a floor plan drawing for the facility which includes legible labeling of patient care
rooms (noting private or semi-private), ancillary areas, equipment areas, etc. On an 8 %
by 11 sheet of paper or as many as necessary to illustrate the floor plan.

Response: A copy of the Floor Plan is provided as Attachment Section A-6B-2

3) Describe the relationship of the site to public transportation routes, if any, and to any
highway or major road developments in the area.  Describe the accessibility of the
proposed site to patients/clients.

ResEonse:

Transportation will primarily be by car or ambulance. The site is located
close to the intersection of I-40 and Airline Rd.

Attachment Section A-6A, 6B-1 a-d, 6B-2, 6B-3.
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7. Iype of Institution (Check as appropriate--more than one response mayuapply)

A. Hospital (Specify) Department X H.  Nursing Home
B. Ambulatory Surgical Treatment I Outpatient Diagnostic genter
Center (ASTC), Multi-Specialty J.  Rehabilitation Facility
C. ASTC, Single Specialty K. Residential Hospice
D. Home Health Agency L. Nonresidential Substitution-
E. Hospice Based Treatment Center for
F.  Mental Health Hospital Opiate Addiction
G. Intellectual Disability M.  Other (Specify)
[nstitutional Habilitation Facility
ICF/IID
Check appropriate lines(s).
8. Purpose of Review (Check appropriate lines(s) ~ more than one response may apply)
A.  New Institution F.  Change in Bed Complement
B. Modifying an ASTC with [Please note the type of change
limitation still required per CON by underlining the appropriate
C. Addition of MRI Unit response. Increase, Decrease,
D. Pediatric MRI Designation, Distribution,
E. Initiation of Health Care Conversion, Relocation]
Service as defined in T.C.A. G. Satellite Emergency Dept. X
§68-11-1607(4) H.  Change of Location
(Specify) L. Other (Specify) .
9. icaid Car i P

MCO Contracts [Check all that apply]
X__AmeriGroup

X __United Healthcare Community Pian _X_BlueCare X_TennCare Select

Medicare Provider Number  44-0048
Medicaid Provider Number 0440048
Certification Type _Hospital

If a new facility, will certification be sought for Medicare and/or Medicaid/TennCare?

Medicare _X_Yes __No

—N/A  Medicaid/TennCare _X Yes _ No

_N/A
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10.  Bed Complement Data

A. ' Please indicate current and proposed distribution and certification of facility beds.
JOTAL
Current Beds Beds *Beds “Seds Beds at
. Licensed Staffed Proposed  Approved  Exempted
1) Medical 590 477 590
2) Surgical
3) lcu/iccu 80 72 30
4) Obstetrical
5) NIcuU
6) Pediatric
7) Adult Psychiatric
8) Geriatric Psychiatric
9) Child/Adolescent Psychiatric
10) Rehabilitation
11) Adult Chemical Dependency
12) Child/Adolescent Chemical
Dependency
13} Long-Term Care Hospital
14) Swing Beds
15) Nursing Home — SNF
(Medicare only)
186) Nursing Home — NF
(Medicaid only)
17)  Nursing Home - SNF/NF (dually
certified Medicare/Medicaid)
18) Nursing Home - Licensed
(non-certified)
19) ICFAID
20) Residential Hospice
TOTAL 706 549 706

*Beds approved but not yet in service **Beds exempted under 10% per 3 year provision

B. Describe the reasans for change in bed allocations and describe the impact the bed change will have on the applicant facility's
existing services. Attachment Section A-10,
Regponse: This project does not involve additional inpatient beds, major medical
services or initiation of new services for which a certificate of need is required.

C. Please identify all the applicant's outstanding Certificate of Need projects that have a licensed bed change
component. If applicable, complete chart below.
Response: The applicant does not have any outstanding Certificates of Need that
ave a licensed bed change component.

CON Expiration Total Licensed Beds
CON Number(s) Date Approved

1"




11.

Home Health Care Organizations —~ Home Health Agency, Hospice Agency (excluding
Residential Hospice), identify the following by checking all that apply:
Response: N/A
Existing Parent | Proposed Existing Parent | Proposed
Licensed Office Licensed Licensed Office Licensed
County | County County County | County County
Anderson O @] @] Lauderdale m] [m) )
Bedford [m] O ] Lawrence ] ] ]
Benton O 0 ] Lewis O ] )
Bledsoe O O ] Lincoln 0 ) ]
Blount ] O [} Loudon ] 0 0
Bradley | @] 8] McMinn =) 1] m]
Campbell 0 ] O McNairy [ O [m}
Cannon [} O ] Macon ] ] ]
Carroll ] O (] Madison 0 J O
Carter ] 0 [} Marion O [} O
Cheatham [} 0 O Marshall ] 0 O
Chester 0 m] O Maury I m] ]
Claiborne 0 a] O Meigs 0 a a
Clay 0 0 ] Monroe O 0 )
Cocke O 0 ] Montgomery ] 0O 0
Coffee [m] [m] | Moore ] [} 0
Crockett 0 ] O Morgan O ] ]
Cumberland 0 O ] Obion (] [m) O
Davidson O ] O Overton O ] O
Decatur O [} O Perry 0 ) 0
DeKalb [} ] 0 Pickett m] 0 0
Dickson 0 @] =] Polk m] [} 0
Dyer O ] [m] Putnam O 0 D
Fayette ] O [m] Rhea 0 0 ]
Fentress O ] a Roane O O 8]
Franklin O D ] Robertson 0 ] 0
Gibson O [m} 0 Rutherford O ) a
Giies 0O 0 0 Scott O 0 O
Grainger O u] O Sequatchie 0 m] O
Greene ] O O Sevier [} ] (]
Grundy m] 8] ] Shelby g ] ]
Hamblen O 0 0 Smith O O ]
Hamilton ] [} O Stewart [ O ]
Hancock 0 O 0 Sullivan a m] ]
Hardeman [ 0 m} Sumner 0 m] 0
Hardin O | O Tipton 0 0 0
Hawkins 0 0 O Trousdale ] =] m]
Haywood a ] 0 Unicoi 0 m] m]
Henderson m] 0 O Union n| O 0
Henry 0 8] | Van Buren O d 8]
Hickman m] O O Warren [} 0O 0
Houston ] m] O Washington ] 0 ]
Humphreys O O 0 Wayne O ] O
Jackson i} ] ] Wealley 0 O ]
Jefferson O 0 [} White O ] 0
Johnson 0 O O Williamson O a ]
Knax O ] 0 Wilson 0 0 )
] || ]

Lake

12




otage Chart

12. Square Footage and Cost Per Square Fo

Proposed Proposed Final Square Footage |
Existing Existing | Temporary Final
Unit/Department | Location SF Location Location | Renovated New Total
* |Building Core and 13,750 13,750 13,750
Sheli
Unit/Department 13,750 13,750
GSF Sub-Total
Other GSF
Total
Total GSF 13,750 13,750
3,643,750 [53,643,750
“Total Cost ° g
**Cost Per $265.00 $265.00
Square Foot
O Belowist | O Belowist | O Below ist
Quartile Quartile Quartile
DBetween 15t | ®MBetween 1st | mBetwaen 1st
and 2nd Quartile {and 2nd Quartile|and 2nd Quartile
Cost per Square Foot Is Within Which Range O Betwesn2nd| O Between | O Between
(For quartile ranges, please refer to the Applicant’s Toolbox on and 3rd Quartile | 2ndand 3rd | 2nd and 3rd
www.tn.gov/hsda ) Quartile Quartile
O Above
ard 0 Above O Above
‘ Quartile 3rd 3d
Quartile Quartile

*The Total Construction Cost should equal the Construction Cost reported on line A5 of the Project

Cost Chart.

** Cost per Square Foot is the construction cost divided by the square feet. Please do not include

contingency costs.
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"13. MRI, PET, and/or Linear Accelerator

* 1. Describe the acquisition of any Magnetic Resonance Imaging (MRI) scanner that is adding a
MRI scanner in counties with population less than 250,000 or initiation of pediatric MRI in
counties with population greater than 250,000 and/or

2. Describe the acquisition of any Positron Emission Tomographer (PET) or Linear Accelerator if
initiating the service by responding to the following:

A Compléte the chart below for acquired equipment.
Response: N/A

8 Linear
Accelerator - Mev Types: 2 SRS o IMRT o IGRT g Other
T o By Purchase
Total Cost*; o By Lease Expected Useful Life (yrs)
o New o Refurbished o If not new, how old? (yrs)
.. MRI T ] 0 Breast o Extremily
esla: Magnet: o Open o ShortBore o Other
o By Purchase
Total Cost™: w By Lease Expected Useful Life (yrs)
u New o Refurbished o If not new, how old? (yrs)
< PET o PETonly o PET/CT o PET/MRI
o By Purchase
Total Cost™: o By Lease Expected Useful Life (yrs)
o New o Refurbished o If not new, how old? (yrs)

* As defined by Agency Rule 0720-9-.01(13)

B. In the case of equipment purchase, include a quote and/or proposal from an equipment vendor.
In the case of equipment lease, provide a draft lease or contract that at least includes the term
of the lease and the anticipated lease payments along with the fair market value of the
equipment.

Response: N/A

C. Compare lease cost of the equipment to its fair market value. Note: Per Agency Rule, the
higher cost must be identified in the project cost chart.

Response: N/A

D. Schedule of Operations:

Réagonse: N/A

14




Location Days of Operation Hours of Operation
(Sunday through Saturday) (example: 8 am ~ 3 pm)

Fixed Site (Applicant)

Mobile Locations
(Applicant)
(Name of Other Location)
(Name of Other L.ocation)

E. Identify the clinical applications to be provided that apply to the project.

Response: N/A

F. If the equipment has been approved by the FDA within the last five years provide documentation
of the same.

Response: N/A

15



ECTI( : A I

In accordance with T.C.A. § 68-11-1609(b), “no Certificate of Need shall be granted unless the action
proposed in the application for such Certificate is necessary to provide needed health care in the area
to be served, can be economically accomplished and maintained, will provide health care that meets
appropriate quality standards, and will contribute to the orderly development of health care.”" Further
standards for guidance are provided in the State Health Plan developed pursuant to

T.C.A. §68-11-1625.

The following questions are listed according to the four criteria: (1) Need, (2) Economic Feasibility, (3)
Applicable Quality Standards, and (4) Contribution to the Orderly Development of Health Care. Please
respond to each question and provide underlying assumptions, data sources, and methodologies when
appropriate. Please type each question and its response on an 8 1/ 2" x 11" white paper, single-sided
or double sided. All exhibits and tables must be attached to the end of the application in correct
sequence identifying the question(s) to which they refer, unless specified otherwise. If a question
does not apply to your project, indicate “Not Applicable (NA).”

ESTI

SECTION B: NEED

A. Provide a response to each criterion and standard in Certificate of Need Categories in the State
Health Plan that are applicable to the proposed project. Criteria and standards can be obtained
from the Tennessee Health Services and Development Agency or found on the Agency's
website at hitp://www.tn.gov/hsda/article/hsda-criteria-and-standards.

Criteria and Standards: Construction, Renovation, Expansion & Replacement of
Health Care Institutions

1.Any project that includes the addition of beds, services, or medical equipment
will be reviewed under the standards for those specific activities.

REEEOHSB:

This project is to add a satellite location for outpatient emergency services

i of Baptist Memorial Hospital-Memphis. Although Criteria and Standards for FSED
are under development, no criteria have been completed or approved for
utilization. Since the timing of submitting this project was dictated by the
rules for simultaneous review, the applicant is required to use the current
criteria.

2.For rélocation or replacement of an existing licensed health care institution:

- Resgonse:

N/A This project is to add an additional satellite location for outpatient
emergency services and is not a releocation or replacement.

a. The applicant should provide plans which include costs for both
renovation and relocation, demonstrating the strengths and weaknesses of
each alternative,

b. The applicant should demonstrate that there is an acceptable existing
or projected future demand for the proposed project.

16



3, For renovation or expansions of an existing licensed health care institution:

/

_ . ~a. The applicant should demonstrate that there is an acceptable existing
s - demand for the proposed project.
.-fees b The applicant should demonstrate that the existing physical plant’s

" condition warrants major renovation or expansion.

Resgdnse :

Item 3.b. Does Not Apply since this project is not renovation or expansion of an
existing facility. The response to 3a is a description of growth in ED Service
demand and the available capacity for patients of BMH-Memphis and ROH.

Continuing Growth in Emergency Department visits at BMH-Memphls

The Emergency Department (ED) at BMH-Memphis, originally named Baptist East, was
expanded in 1994 to accommodate 48,000-50,000 visits per year. Another CON
application for expansion was approved in 2007 because the ED had again become
gsaturated with approximately 54,089 annual patient visits. Accordingly, a
Certificate of Need was approved in February 2008 that increased the area to
approx. 29,000 sq ft, which according to architectural guidelines places BMH at
the top of the capacity for high range estimates which is 60,000 patient visits.

In 2014, BMH-Memphis ED reported 62,451 visits. Visits have been increasing at
the rate of 3-5% per year since 2011. Construction related to the 2008 CON was in
phases and was active in 2010. It was completed in January 2011. The construction
may have caused some people to divert to other locations in 2010. Recently, when
the Pediatric Emergency Room was opened in January 2015 with ED services relocated
form BMH-Memphis to Baptist Memorial Hospital for Women, only a brief reduction in
patients occurred and then it stabilized showing 62,492 visits at BMHM and 10,172
at the Pediatric BD. The total of the 2 is 72,664. 1In 2016, ED visit at BMH were
66,467 and 19,544 at the Pediatric ED which is a total of 86,411.

BMH Memphis ED Visits Changes per Fiscal Year Projected
Year 2007 2008 2003 2010 2011 2012 2013 2014 2015 2016 2017
BMHM Visits | 54,300 | 55,973 | 56,966 | 54,284 | 56,862 | 58,333 | 60,274 | 62,451 | 62,452 | 66,467 67,616
% Change 3.08B% | 1.77% | -4.71% | 4.75% | 2.59% | 3.33% | 3.61%
PED Visits 10,172 | 19,944 22,932
TOTAL Visits | 54,300 | 55,973 | 56,966 | 54,284 | 56,862 | 58,333 | 60,274 | 62,451 | 72,664 | 86,411 90,548
16.4% | 18.9% 4.8%

As previously explained, this project is a collaborative initiative between BMH-
Memphis and Regional One Health. ED visits at Regicnal One Health also confirm
the increasing trend:

Regional One Health ED Visits
Year 2011 2012 2013 2014 2015 2016
Visits 45,189 | 48,895 | 55,963 | 53,189 | 52,327 | 54,310
% Change 8.20% | 14.46% | -4.96% | -1.62% | 3.79%
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B. Describe the relationship of this project to the applicant facility’s long-range development plans,
if any, and how it relates to related previously approved projects of the applicant.
Resgonse:

This project is consistent with the long range plans of both BMH and ROH to
accommodate the health needs of the patient communities they serve and to provide the
highest quality, safety and service expectations.

The long range plans involve preparing for the future by responding at the right time
in the right place with the appropriate level of accessible health service at the
right cost. This project is a direct relationship to those plans and it supported by
changes in the health care market. As previously mentioned, the FSED can be a portal
to medical homes for chronic care patients. FSEDs support current forces for change
in health care delivery such as: (1) heightened demand for emergency services, (2)
rising consumerism in health care as demonstrated by choices of quality metrics, and
(3) the closing and reduction of haspital-based emergency departments, such as the
reduction in hours at Delta Medical and the closing of haospitals in Haywood and
Fayette counties.

C. ldentify the proposed service area and justify the reasonableness of that proposed area.
Submit a county level map for the Tennessee portion of the service area using the map on the
following page, clearly marked to reflect the service area as it relates to meeting the
requirements for CON criteria and standards that may apply to the project. Please include a
discussion of the inclusion of counties in the border states, if applicable. Attachment Section B
- Need-C.

Resgonse:

A county level wap 1s marked as an attachment to show Shelby and Fayette as the
primary counties and Tipton and Haywood as secondary counties of service for the
satellite ED.

However, the zip code map on the following page is provided to identify the
primary area that is the focus of this CON application. The zip codes define the
primary boundaries to be evaluated for patients who are already going to the main
EDs at BMH or ROH. The zip code map visually shows BMH-M and ROH patients'’
origins relative the proposed FSED Site. The darker shade zips are closer to the
FSED. Although the lighter shade zips are farther away, they represent residences
of current BMH and ROH patients. Reaching the location of the FSED will require
less travel time because it is at an intersection of I-40 or will be an
alternative during peak load periods at the main facilities. The hatched zips
represent locations where a local hospital closed, and patients chose BMH and ROH
for service.
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Distance from Service Area Zip Code Centroid to Arlington FSED

[ ZiP Code | Community Distance in Miles
38002 Arlington 4.7
| 38012 Brownsville 355
| 38016 | Cordova o1
_ 38018 | Cordova 13
| 38028 | Eads 67 !
38049 ~Mason 158
38053 | Millington 199
38060 Oakland 13.2
38068 Somerville 21.6 ]
[ 38069 Stanton 24.9
| 38076 | Williston 2
[ 38133 Memphis 9.4
| 38135 | Memphis 155 |
Sources: Google Maps, centroid of zip codes

Dlstance from Arlington FSED to Hospital EDs

Hospital Hospital Address Distance in Miles

7691 Poplar Ave.

| Meth Germ Germantown, TN 38138 16

3960 New Covington Pike

Meth North Memphis, TN 38128 18.9
1300 Wesley Dr.,

Meth Scuth Memphis, TN 38116 30.9
1265 Union Ave.

Meth Uni Memphis, TN 38104 27.5

6019 Walnut Grove Rd
Bapt Mem Memphis, TN 38120 16.7
. 1500 W Poplar Ave
Bapt Cvlle Collierville, TN 38017 23.1
1995 Hwy 515

Bapt Tipton Covington, TN 38019 23.7
3000 Getwell Rd

Delta Memphis, TN 38118 23.7
5959 Park Ave

St Francis Memphis, TN 38119 193

2986 Kate Bond Rd,
St Francis Bartlett Bartlett, TN 38133 9.3 |
877 Jefferson Ave
ROH Memphis, TN 38103 28

Source: Google Maps




2015 Base planning year for Baptist emergency departments

Please complete the following tables, if applicable:

Service Area Zips

Historical Utilization-Zip Residents

% of total procedures

| 38002 1,439 11.7%
38012 ) 314 2.5% |
38016 2,595 21.0%

38018 1,205 9.8%
38028 529 4.3%
38049 93 7.6%
38053 o 1,137 9.2%
38060 575 4.7%
38068 927 7.5%
38069 373 3.0%
38076 152 1.2% ]
38133 1,154 9.4%
38135 1,007 8.2%
TOTAL 12,339 100%

Projected Year 1 Arlington FSED

Service Area Zips

Projected Utilization-Zip Residents

% of total procedures

38002 955 7.7%
38012 Y. 1.0%

38016 - 1181 - 9.6% 1l
38018 522 4.2%

38028 342 2.8% J
38049 514 4.2%

38053 504 ]  41%

38060 329 2.7%

38068 491 L a0%

38069 160 1.3%

38076 74 0.6%

38133 - 512 4.1%

38135 496 4.0%

TOTAL 6,207 100%
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C., 1)..

a) Describe the demographics of the population to be served by the proposal.

b) Using current and projected population data from the Department of Health, the most
recent enrollee data from the Bureau of TennCare, and demographic information from

your proposed service area.

Projected Population Data: http://www.tn.qov/health/article/statistics-population
TennCare Enrollment Data: http:/www.tn.gov/tenncare/topic/enroliment-data
Census Bureau Fact Finder: http:/factfinder.census.qov/faces/nav/isf/pages/index.xhtml

the US Census Bureau, complete the following table and include data for each county in

—_—

F o —

Bureau of the Census

J Cepartment of Health/Health Statistics TennCare |
' A
s s [t s ls s ler ]| Iz oz s
Demographic § (85 |&€ |8 |5 |8 (%% E 2 g8 5
 Variable/Geograp | 25 |3¢ |5 (2§85 8% | o |3 g E RS
.+ | hic Area 2> |3 [§ |2>x(cfidd *gE| I 4 J gy [EoB
| _F |8 |S535 (53|88 (w5 (88 |sF [gggcoi |8&<
St |Es |ES|SE|§5/56 2553 |88 |2 289 ET |ECT
2 3 o L oc|®@3|leQ|® 52°% ¢ 38 o B 3% 5 E G EDB
=0 o FolbFolFalbrs® Fa| = £ |ad kbaoaqde~d (-WOe
| inia e e, 1 "
Shelby 964,804 | 986,423 |2.24%| N/A | NI/A | N/A N/A | 34.9 | 546,224 | 206,468 |21.4% | 281,655 | 29.2% |
IFayette o 45,626 | 49,441 |8.36%| NIA | NJA | NiA N/A | 43.7 | $54,890| 6,342 |13.9%| 7.284 | 16.0% |
Tipton 68,247 | 72,169 [575%| N/A | NJA | N/A N/A 37 | $63,669 | 0,282 |13.6%| 14,293 | 20.9% |
. |
Haywood 18,348 | 18,048 |-1.64% N/A | NJA | N/A | N/A | 39.9 |$34,182 | 4,183 |22.8%| 6,047 | 33.0%
Service Area Total 1,087,025 1,126,081 (2.65%| N/A | NA | N/A NA | NA| NA N/A N/A | 309,279 | 28.2%
; 6,887.572(7,179,512|4.24%| N/A | NI/A | N/A N/A | 38.4 | $45219[1,212,213(17.6%1,559,209] 22.6%
_.I State of TN Total iL
’ 38002 46,900 | 50,254 |7.15%| N/A | N/A | N/A N/A | 37.5 593603 | 2,345 | 50% | NA N/A
"350 12 14,012 | 13,942 [-050%| N/A | N/A | N/A | N/A | 39.9 [ 833650 3,349 [239%| N/A NA |
; 18016 47,857 | 50,235 [4.97%| N/A | N/A | N/A N/A | 34.7 | 866,754 3,159 [66% | NA N/A |
L |
f 38018 38,014 | 39,769 |462%| N/A | NIA | N/A N/A | 352 | 868,108 | 3838 [10.1%| NA N/A
38028 6,979 7,376 |569%| N/A | NIA | N/A N/A | 488 [ $93,802| 230 |33% | NA N/A
38049 4,698 4725 |058%| N/A | N/A | N/A N/A | 415 | $35826| 1.048 |22.3%| N/A N/A
18053 28,377 | 28,683 |1.08%| N/A | NJA | N/A N/A~ | 40.2 | 851423 | 4625 |16.3%| N/A N/A
18060 10,431 | 11.041 |585%| N/A | NiA | NIA N/A | 374 564,636 | 636 |61%| NA N/A |
PEBOGB - 10,668 | 10,699 |0.29%| N/A | NJA | NIA | NA | 425 |$41048| 1,942 |182%| NA | WA 1[
L
r38069 2,440 2,398 |-1.72%| N/A | NiA | N/A N/A 38 |$33784| 569 |23.3%| N/A NA |
38076 793 786 |-0.91%| N/A | N/A | N/A N/A | 48.8 | $50,536 | B2 |10.3%| N/A N/A
| ] i
| 38133 21,698 | 22,197 |2.30%| N/A | NIA | N/A | N/A | 37.3 [$67.606| 2,148 |9.9% | NA N/A
HSB 135 31,656 | 32,408 |2.69%| N/A | N/A | N/A N/A | 39.4 (577,985 1,704 | 54% | NA N/A
Senvice Area Total 264,422 | 274511 |382%| N/A | NA | N/A NA | NA | NA N/A NA | NA | NA |
PO AVICS a | 1 |
6.887,572|7.179,512|4.24%| N/A | N/A | NIA N/A | 38.4 | $45,219 [1,212,213]17.6%|1,559,208| 22.6% |
_ §tqte of TN.Total | !

* Target Population is population that project will primarily serve. For example, nursing home, home heaith
agency, hospice agency projects lypically primarily serve the Age 65+ population; projects for child and

adolescent psychiatric services will serve the Population Ages 0-19.

service-specific criteria and standards.
current year, e.g., if Current Year is 2016, then default Projected Yearis 2020.

Projected Year is defined in select
If Projected Year s not defined, default should be four years from
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2) Describe the special needs of the service area population, including health disparities, the
accessibility to consumers, particularly the elderly, women, racial and ethnic minorities, and
low-income groups. Document how the business plans of the facility will take into
consideration the special needs of the service area population.

Response:
*Special Needs for the ED will primarily be age related. Pediatric and

geriatric patients will be accommodated.

D. Describe the existing and approved but unimplemented services of similar healthcare providers
in the service area. Include utilization and/or occupancy trends for each of the most recent three
years of data available for this type of project. List each provider and its utilization and/or
occupancy individually. Inpatient bed projects must include the following data: Admissions or
discharges, patient days, average length of stay, and occupancy. Other projects should use the
most appropriate measures, e.g., cases, procedures, visits, admissions, etc. This doesn't apply
to projects that are solely relocating a service.

Response:

There are no CON approved and unimplemented FSEDs in the service area.

Each emergency department location within the zip code area or county is listed
in the chart below with the emergency rocom visit utilization from the Hospital

Joint Annual Report. It is unclear whether the visits include left without being

seen “LWBS” and left againgt medical advice “LAMA".

~ [eo 2011 2012 | 2013 2014 2015
HOSPITAL NAME Rooms Visits Visits Visits Visits Visits
Methodist University 38 56,725 60,902 62,587 64,724 70,051
Methodist South | 37 | 59346 | 62,659 | 62,300 | 63,086 | 65,601
Methodist North 43 59,726 66,862 69,062 | 68359 | 72,247
Methodist Germantown 38 | 48,109 53,937 54,914 53,817 57,468
Regional One 51 45,189 | 48,985 55,963 53,187 52,327
Baptist-Memphis 52 56,862 58,333 60,274 62,451 62,492
Baptist Women 8 10,172
Baptist-Collierville 13 16,602 17,735 16,714 14,690 17,219
St Francis-Park 38 39,853 42,198 44,856 50,100 54,522
St Francis-Bartlett 30 31,353 36,561 36,616 36,103 42,220
Delta Medical Center 13 24,350 24,385 26,459 23,963 25,556
Total 438,115 | 472,557 | 489,745 | 490,480 | 529,875

F. Provide applicable utilization and/or occupancy statistics for your institution for each of the past
three years and the projected annual utilization for each of the two years following completion of
the project. Additionally, provide the details regarding the methodology used to project
utilization. The methodology must include detailed calculations or documentation from referral
sources, and identification of all assumptions.

ResEonse :

The projection for year 1 is 6,207 visits and year 2 is 9,248 visits. The
projections are based on conservative estimates of the proportion of patients as
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the proximate zip codes who will use the satellite ED.

BMH Memphis ED and PED Visits Fiscal Year Projected
Year 2014 2015 2016 2017
BMHM Visits 62,451 | 62,492 | 66,467 | 67,616
PED Visits 10,172 | 19,944 | 22,932
| TOTAL Visits 62,451 | 72,664 | 86,411 90,548
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SECTION B: ECONOMIC FEASIBILITY

A. Provide the cost of the project by completing the Project Costs Chart on the following page. Justify
the cost of the project.

1) All projects should have a project cost of at least $15,000 (the minimum CON Filing Fee). (See
Application Instructions for Filing Fee)

Reseonse:

The chart has been completed on the following page. The project cost excluding
CON filing fee is $9,971, 344,

2) The cost of any lease (building, land, and/or equipment) should be based on fair market value
or the total amount of the lease payments over the initial term of the lease, whichever is
greater. Note: This applies to all equipment leases including by procedure or “per click”
arrangements. The methodology used to determine the total iease cost for a "per click"
arrangement must include, at a minimum, the projected procedures, the "per click" rate and the
term of the lease,

Response:

The cost of the project which will involve a developer and lease for the building,
according to CON rule, is higher than the market value costs.

The project cost comparison of the fair market value of completing the project
without a developer to the lease arrangement including a developer is shown on
the following page. The fair market amount of §$9,328,001 is less that the
cost involving a lease arrangement with a developer at a cost of $10,028,678.
The lease arrangement was used to calculate the cost of the project.

3) The cost for fixed and moveable equipment includes, but is not necessarily limited to,
maintenance agreements covering the expected useful life of the equipment; federal, state, and
local taxes and other government assessments; and installation charges, excluding capital
expenditures for physical plant renovation or in-wall shielding, which should be included under
construction costs or incorporated in a facility lease.

Response:

The equipment value is $3,393,044. Major fixed equipment items are not part of
the project.

The amounts for the equipment are shown in the following list:

Equipment over $50,000

Name Est. Cost

Omnicell $71,192
Bed Alarm System $99,456
X-Ray $250,000
Ultrasound $50,000
Computerized Tomography $500,000
Security Surveillance $124,320
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4) Complete the Square Footage Chart on page 8 and provide the documentation. Please note
the Total Construction Cost reported on line 5 of the Project Cost Chart should equal the Total
Construction Cost reported on the Square Footage Chart.

Resgonse H

The Square Footage Chart has been completed. The construction will be done
according to codes including Life Safety and American Institute of Architects for
the type of construction. The FSED will be 13,750 sq ft at a cost of approx.
$3,643,750 yields a cost per sq ft of $265. The amount is between the 1°°
Quartile ($244.85)and 2™ Quartile ($308.43).

5) For projects that include new construction, modification, and/or renovation—documentation
must _be provided from a licensed architect or construction professional that support the
estimated construction costs. Provide a letter that includes the following:

.a) A general description of the project;
b) An estimate of the cost to construct the project;

c) A description of the status of the site’s suitability for the proposed project; and

d) Attesting the physical environment will conform to applicable federal standards,
manufacturer’s specifications and licensing agencies’ requirements including the AlA
Guidelines for Design and Construction of Hospital and Health Care Facilities in current
use by the licensing authority.

Resgonse :

Estimated construction amounts are provided in the letter from an
architect on Attachment Section A-4A
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PROJECT COST CHART

- Construction and equipment acquired by purchase:

1

~N OO Oh v N

oo}

Architectural and Engineering Fees

Legal, Administrative (Excluding CON Filing Fee),
Consultant Fees

Acquisition of Site

Preparation of Site

Total Construction Costs

Contingency Fund

Fixed Equipment (Not included in Construction
Contract)

Moveable Equipment (List all equipment over
$50,000 as separate attachments)

Other (Specify)

Acquisition by gift, donation, or lease:

M wWwh =

Facility (inclusive of building and land)
Building only

Land only

Equipment (Specify)_

Other (Specify)

Financing Costs and Fees:

1

2
3
4

Interim Financing

Underwriting Costs

Reserve for One Year's Debt Service
Other (Specify)

Estimated Project Cost (A+B+C)

CON Filing Fee

Total Estimated Project Cost (D+E)

TOTAL

Lease Developer

3 40,100.00

$ 251,450.00

$ 3,213,301.00

$ 6,466,493.00

$ 9971,344.00

$ 57,334

$ 10,028,678.00
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B.

Identify the funding sources for this project.

Check the applicable item(s) below and briefly summarize how the project will be financed.
(Documentation for the type of funding MUST be inserted at the end of the application, in the
correct alpha/numeric order and identified as Attachment Section B-Economic Feasibility-B.)

__ 1) Commercial loan — Letter from lending institution or guarantor stating favorable initial
contact, proposed loan amount, expected interest rates, anticipated term of the loan,
and any restrictions or conditions;

2) Tax-exempt bonds — Copy of preliminary resolution or a letter from the issuing authority
stating favorable initial contact and a conditional agreement from an underwriter or
investment banker to proceed with the issuance;

3) General obligation bonds — Copy of resolution from issuing authority or minutes from
the appropriate meeting;

4) Grants — Notification of intent form for grant application or notice of grant award,

Cash Reserves — Appropriate documentation from Chief Financial Officer of the
organization providing the funding for the project and audited financial statements of the
organization; and/or

I><
1

6) Other — Identify and document funding from all other sources.

Response:

CFO letters from BMHCC and ROH are provided on Attachment Section B-
Economic Feasibility-B

C. Complete Historical Data Charts on the following two pages—Do _not modify the Charts provided

or submit Chart substitutions!

Historical Data Chart represents revenue and expense information for the last three (3) years for
which compiete data is available. Provide a Chart for the total facility and Chart just for the services
being presented in the proposed project, if applicable. Only complete one chart if it suffices.

Note that “Management Fees to Affiliates” should include management fees paid by agreement to
the parent company, another subsidiary of the parent company, or a third party with common
ownership as the applicant entity. ‘Management Fees to Non-Affiliates” should include any
management fees paid by agreement to third party entities not having common ownership with the

applicant,

29



HISTORICAL DATA CHART

Total Facility

Give information for the last three (3) years for which complete dala are available for the facility or agency. The fiscal year begins in Qct

A. Utilization Data (Discharges)

B. Revenue from Services lo Patients
1. Inpatient Services
2. Outpatient Services
3. Emergency Services
4, Other Operating Revenue (Specify) caleteria,
ift shop. ete.
Gross Operating Revenue

C. Deductions from Gross Operating Revenue
1. Contractual Adjustments
2. Provision for Charity Care
3. Provisions for Bad Debt
Total Deductions
NET OPERATING REVENUE

D. Operating Expenses
1. Salaries and Wages
a. Direct Patient Care
b. Non-Patient Care
2. Physician's Salaries and Wages
3. Supplies
4. Rent
a. Paid to Affiliates
b. Paid to Non-Affiliales
5. Management Fees:
a. Paid to Affiliates
b. Paid to Non-Affiliates
6. Other Operating Expenses
Total Operating Expenses

E. Earnings Before Inlerest, Taxes and Depreciation
F. Non-Operating Expenses
1. Taxes
2. Depreciation
3. Interest
4. Other Non-Operating Expenses
Total Non-Operating Expenses

Non-Operating Revenue
NET INCOME (LOSS)
G. Other Deductions
1. Annual Principal Debt Repayment
2. Annual Capital Expenditure

Total Other Deductions
NET BALANGE
DEPRECIATION

FREE CASH FLOW (Net Balance + Depreciation)

Year 2014 Year 2015 Year 2016

24 737 25,802 25,534
3 1,287,547 625 3 1,405,455,909 3 1,462,028.719
$ 635,596,729 3 678,296,168 $ 738,647,634
$ 87,259,083 3 118,670,517 8 145,784,623
3 16,698,984.11 3 14,414,5675.51 $ 15,666,892.47
$ 2,027,102,422 $ 2,216,837,170 $ 2,362,127,868
$  (1.424,742936) §  (1,596,748,468) $  (1,743,428,766)
3 (54,578,785) 3 (59,139,434) $ (64,583,632)
3 (73,607,837} b (54,911,673) $ (60,252,012)
$  (1,552929558) §  (1,710,799,575) $  (1,868,264,410)
$ 474,172,864 $ 506,037,595 $ 493,863,458
3 197,160,371 $ 188,882,456 $ 197,887,877
$ 131,176,150.86 $ 142.906,881.47 § 140,904,359.66
$ 578,581 5 612,571 $ 625,786
$ 494,515 3 514,337 $ 594,782
$ 77,132,582 ) 63,216,120 $ 73,003,980
3 83,635,327 $ 72,317,160 3 75,471,263
$ 490,077,526 $ 468,449,526 $ 488,498,047
$ (15,904663) § 37,588,069 $ 5,365,411
& 1,817,757 $ 1,607,440 $ 1,549,798
3 23,276,262 $ 22,486,920 $ 20,427 449
$ 490 $ 490
3 2,173,517 3 2,225,773 $ 1,685,642
$ 27,268,026 $ 26,330,622 $ 23,662,889
3 9,294 916 $ (2,015,397) $ {4,997,378)
$ (33,877,773) % 9,242,050 $ (23,294,656)
$ 17,170,000 3 1,752,500 $ 16,825,000
$ 650,464 3 530,508 § 407,918
$ 17,820,464 $ 2,283,008 $ 17,332,915
$ (51,608,237) § 6,959 042 $ (40,627.771)
$ 23,276,262 $ 22,496,920 $ 20,427,449
$ (28,421,975) § 29,455,962 3 (20,200,322)
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HISTORICAL DATA CHART-OTHER EXPENSES

21 Total Facility
OTHER EXPENSES CATEGORIES Year 2014 Year 2015 Year 2016
# Purchased Svcs $ 11,104,823  § 10,989,676 $ 11,136,201
" Insurance Expense $ 255,733 $  (2,213,111) $ 5,003,390
W Utilities $ 5726739 & 5,574,333 $ 5,390.043
% Repairs & Maintenance $ 10,332,941  § 10,821,077 $ 11,678,381
% Loss on Asset Impairment $ 10,275,321
" Professional Fees $ 26,355,046 § 29,428,984 $ 29,811,137
" Medicaid Assessment $ 12,473,573 § 12,350,028 $ 8,259 832
% Misc $ 7011151 § 5,366,174 $ 4,192,279
Total Other Expenses $ 83,535,327 3 72,317,160 3 75,471,263
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D. Complete Projected Data Charts on the following two pages — Do not modify the Charts

provided or submit Chart substitutions/

The Projected Data Chart requests information for the two years following the completion of the
proposed services that apply to the project. Please complete two Projected Data Charts. One
Projected Data Chart should reflect revenue and expense projections for the Proposal Only (i.e., if
the application is for additional beds, include anticipated revenue from the proposed beds only, not
from all beds in the facility). The second Chart should reflect information for the total facility. Only
complete one chart if it suffices.

Note that “Management Fees to Affiliates” should include management fees paid by agreement to
the parent company, another subsidiary of the parent company, or a third party with common
ownership as the applicant entity. ‘Management Fees to Non-Affiliates” should include any
management fees paid by agreement to third party entities not having common ownership with the
applicant.
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PROJECTED DATA CHART

Project Only

Give information for the last.two (2) years following the completion of this proposal. The fiscal year begins in_OCT

Year 1 Year 2

A. Utilization Data (Visits) 5207 9.248

B. Revenue from Services to Patients
1. Inpatient Services

2. Outpatient Services

3. Emergency Services 5 23,652,390 $ 36,713,711

4. Other Operating Revenue (Specify)_

Gross Operating Revenue § 23,652,390 $ 36,713,711

C. Deductions from Gross Operating Revenue

1. Contractual Adjustments $ 14,621,155 $ 23,342,837

2. Provision for Charity Care $ 47,300 3 73,418

3. Provisions for Bad Debt $ 3,627,802 $ 5,636,863
Total Deductions $ 18,296,256 5 29,053,123

NET OPERATING REVENUE 3 5,356,134 $ 7,660,588

D. Operating Expenses
1. Salaries and Wages
a. Direct Patient Care $ 3,036,433 3 3,319,579

b. Non-Patient Care

2. Physician's Salaries and Wages

3. Supplies $ B03,421 3 1,149,088
4, Rent

a. Paid to Affiliates

b. Paid to Non-Affiliates $ 1,249,881 3 1,271,352

5. Management Fees:

a. Paid to Affiliates $ 267,807 $ 383,029
b. Pald to Non-Affiliates $ 88,272 $ 118,619
6. Other Operating Expenses 3 536,681 3 546,856
Total Operating Expenses $ 5,082,494 $ 6,788,524
E. Earnings Before Interest, Taxes and Depreciation $ (626,360) $ 872,064
F. Non-Operating Expenses
1. Taxes
2. Depreciation $ 382,402 $ 381,825
3. Interest
4. Other Non-Operating Expenses
Total Non-Operating Expenses $ 382,402 § 381,825
NET INCOME (LOSS) $ (1,008,763) $ 490,239
G.  Other Deductions
1. Annual Principal Debt Repayment
2. Annual Capital Expenditure
Total Other Deductions  $ - $ -
NET BALANCE § {1,008,763) 5 490,239
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DEPRECIATION § 382,402 $ 381,825

FREE CASH FLOW (Net Balance + Depreciation) § (626,360) $ 872,064

PROJECTED DATA CHART-OTHER EXPENSES

 Project Only

OTHER EXPENSES CATEGORIES Year Year
1 Maintenance $ 249,976 $ 254 591
2 Utilities $ 259,925 3 264,723
3 Operating Expense $ 26,780 $ 27,543
4
5
6
7
Total Other Expenses 3 536,681 $ 546,856




E. 1) Please identify the project’s average gross charge, average deduction from operating
revenue, and average net charge using information from the Projected Data Chart for Year 1
and Year 2 of the proposed project. Please complete the following table.

[ | Previous | Current | Year Year % Change
Year Year One Two (Current Year to

: | Year2)
Gross Charge (Gross Operating N/A | N/A $3,810.60) $3,965.72 4.18%
Revenue/Utilization Data) I S R R —e

. Deduction from Revenue (Total N/A N/A  [52,947.68] $3,141.41 6.57%

_Deductions/Utilization Data) e 1 o
Average Net Charge (Net N/A N/A $ 862.92 § 828.31 -4.01%
Qperating Revenue/Utilization 1

| Data) o — o

2) Provide the proposed charges for the project and discuss any adjustment to current charges
that will result from the implementation of the proposal. Additionally, describe the anticipated
revenue from the project and the impact on existing patient charges.

Resgonse:

The proposed charges are based on current charges at Baptist Memorial
Hospltal The charges include elements specific to the emergency department
in addition to revenue from imaging, lab and other services that are
typically departmentalized in a hospital. For example, BMH Memphis has a CT
and X-ray room within the walls of the Emergency Department. However, the
1maglng services operate as part of the hospital’s radiology department. At
the FSED, the imaging services will operate as a component of that facility.

3) Compare the proposed charges to those of similar facilities in the service area/adjoining
service areas, or to proposed charges of projects recently approved by the Health Services
and Development Agency. If applicable, compare the proposed charges of the project to the
current Medicare allowable fee schedule by common procedure terminology (CPT) code(s).

ResEonse:

A representative charge schedule is shown below. Charges will not change as
a result of this project '

-

[CPTCode | ProcedureLevel | CurrentRate | CMS Reimbursement
"99281 'HCED LEVELONE _ |§ 324.00 | $ 56565
99282 HCEDLEVELTWO |6 419.00 | $10546
89283 | HC ED LEVEL THREE | $ 688.00 | $185.51
99284 | HCEDLEVELFOUR | $1,919.00  |$31213
99285 HC ED LEVELFIVE | $3,004.00 | $460.69 ]
= 1) Discuss how projected utilization rates will be sufficient to support the financial performance.

[ndicate when the project’s financial breakeven is expected and demonstrate the availability of
sufficient cash flow until financial viability is achieved. Provide copies of the balance sheet and
income statement from the most recent reporting period of the institution and the most recent
audited financial statements with accompanying notes, if applicable. For all projects, provide
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financial information for the corporation, partnership, or principal parties that will be a source of
funding for the project. Copies must be inserted at the end of the application, in the correct
alpha-numeric order and labeled as Attachment Section B-Economic Feasibility-F1. NOTE:
Publicly held entities only need to reference their SEC filings.

Response:
Balance Sheets and Income Statements from both BMH and ROH are provided as
Attachment Section B-Economic Feasiblity-F1.

The project will provide positive cash flow in year 2 as demonstrated by the
“Projected Data sheets.

2) Net Operating Margin Ratio — Demonstrates how much revenue is left over after all the
variable or operating costs have been paid. The formula for this ratio is: (Earnings before
interest, Taxes, and Depreciation/Net Operating Revenue).

Utilizing information from the Historical and Projected Data Charts please report the net
operating margin ratio trends in the following table:

2nd Year 1st Year | f ] .
Year | previous to | previous to | Current Year | P?ézft;ad P?é‘;‘r:t;d
_Current Year | CurrentYear | | ™" |
| Net - !
| Operating -0.03 0.07 0.01 -0.12 | 0.11

' Margin Ratio

R S | —— = = === i . L A |



3) Capitalization Ratio (Long-term debt to capitalization) — Measures the proportion of debt
financing in a business's permanent (Long-term) financing mix. This ratio best measures a
business's true capital structure because it is not affected by short-term financing decisions.
The formula for this ratio is: (Long-term debt/(Long-term debt+Total Equity (Net assets)) x
100).

For the entity (applicant and/or parent company) that is funding the proposed project please
provide the capitalization ratio using the most recent year available from the funding entity’s
audited balance sheet, if applicable. The Capitalization Ratios are not expected from outside

the company lenders that provide funding.

Regponse:
Not Applicable, this project will not require long term debt.

Discuss the project's participation in state and federal revenue programs including a description
of the extent to which Medicare, TennCare/Medicaid and medically indigent patients will be
served by the project. Additionally, report the estimated gross operating revenue dollar amount
and percentage of projected gross operating revenue anticipated by payor classification for the
first year of the project by completing the table below.

Applicant’s Projected Payor Mix, Year 1

Response:

Please refer to the chart below

Payor Source Projected Gross As a % of total
Operating Revenue

Medicare/Medicare Managed Care $9,639,244 40.75%
TennCare/Medicaid $6,234,296 26.36%
Commercial/Other Managed Care $3,298,767 13.95
Self-Pay $1,690,728 7.15%
Charity Care $47,300 2%
Other (Specify) Workers Comp, PPO $2,742,055 11.59%
Total $23,652,390 100%

H. Provide the projected staffing for the project in Year 1 and compare to the current staffing for the
most recent 12-month period, as appropriate. This can be reported using full-time equivalent
(FTEs) positions for these positions. Additionally, please identify projected salary amounts by
position classifications and compare the clinical staff salaries to prevailing wage patterns in the
proposed service area as published by the Department of Labor & Workforce Development

and/or other documented sources.

Responge:

-Team Health has the manpower, expertise and other resources necessary to
fill the emergency physician staffing needs.
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Other FTEs are shown in the chart below.

Arlington Median
Title FTE | TN BMH
RNs 8.2 $27.10 $27.84
Director 1| $40.54 | $55.25
Respiratory Therapist 3.5| %23.16 | $28.485
Medical Assistant 3.3 | $13.48| $14.00
Manager 1| $37.86| $37.30
MM Tech 1| $11.56| $11.55
Lab Tech 3.2 | $16.81 | %26.50
Ultrasound Tech 3.2 | 823.49| $28.15
CT Tech 3.3 $24.45 | $25.50

I. Describe all alternatives to this project which were considered and discuss the advantages and
disadvantages of each alternative including but not limited to:

1) Discuss the availability of less costly, more effective and/or more efficient alternative methods
of providing the benefits intended by the proposal. [f development of such alternatives is not
practicable, justify why not, including reasons as to why they were rejected.

Resgonse:

One option was to initiate plans to enlarge the existing emergency
department at BMH Memphis. During the most recent expansion the foot
.print was extended as far as possible to the north, as well as phased
congtruction was used to minimize disruption in service to patients.
‘Additional construction would be complicated to stage without severe
.interruption of service.

Another option was to continue efforts to improve work flow in the
existing area. However, the improvement in work flow does not stem the
increasing demand.

This solution of offering services off campus not only improves access for
Baptist patients and prevents future service disruption, but it alsoc
involves another community provider in improving access to their patients,

38



2) 'Document that consideration has been given to alternatives to new construction, e.qg.,
modernization or sharing arrangements.

Regponsge:

Ag demonstrated by previcus applications, the applicant has tried to
address the continuing growth in ED services. Memphis is somewhat unique
in that exclusive insurance arrangements influence patient’s choice of
provider.

The applicant is continuing efforts to improve work flow in the existing

area. However, the improvement in work flow does not stem the increasing
demand.
SECTION B: CONTRIBUTION THE ORD EALTH CARE

A. List alt existing health care providers (i.e., hospitals, nursing homes, home care organizations, etc.),
managed care organizations, alliances, and/or networks with which the applicant currently has or
plans to have contractual and/or working relationships, that may directly or indirectly apply to the
project, such as, transfer agreements, contractual agreements for health services.

Response:

The proposed satellite emergency department has a joint operating agreement to
include Regional One and Baptist. Relationships with entities throughout the
Baptist System and other providers in the community will c¢ontinue and build on
working relationships and have access to other facilities through the county.

B. Describe the effects of competition and/or duplication of the proposal on the health care system,
including the impact to consumers and existing providers in the service area. Discuss any
instances of competition and/or duplication arising from your proposal including a description of the
effect the proposal will have on the utilization rates of existing providers in the service area of the
project.

1) Positive Effects

Resgonse:

As expressed in other applications, BMHM believes this is the efficient and
effective solutions to add needed emergency department capacity. It also improves
quality by moving services closer to the patient.

2) Negative Effects

Response:

Education is a requirement so that patients fully understand that an emergency
department and an urgent care center provide different types of care at different
costs.
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C. 1) Discuss the availability of and accessibility to human resources required by the proposal,
including clinical leadership and adequate professional staff, as per the State of Tennessee
licensing requirements and/or requirements of accrediting agencies, such as the Joint
Commission and Commission on Accreditation of Rehabilitation Facilities.

Re sEons'e":

Team Health has the manpower, expertise and other resources necessary to

£ill the emergency physician staffing needs. Recrultment difficulties
are hot anticipated.
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D.

2) Verify that the applicant has reviewed and understands all licensing and/or certification as

- required by the State of Tennessee and/or accrediting agencies such as the Joint Commission
for medical/clinical staff.  These include, without limitation, regulations concerning clinical
leadership, physician supervision, quality assurance policies and programs, utilization review
policies and programs, record keeping, clinical staffing requirements, and staff education.

Response
A strength of the satellite ED is that the partners in the Joint Operating

Agreement, that are BMH and ROH are both established Joint Commission
accredited hospital and licensed by the Tennessee Department of Health. Both
are knowledgeable and understand the requirements and regulations concerning
physician supervision, credentialing, admission privileges, quality assurance
polies and programs, utilization review policies and programs, record keeping,
and staff education.

3) Discuss the applicant’s participation in the training of students in the areas of medicine, nursing,
social work, etc. (e.g., internships, residencies, etc.).

Response
Baptist Memorial Health Care Corporation is a strong supporter of educational

opportunities throughout the region. Baptist’sg Philosophy and Mission for the
system states that, “.. it seeks to ENCOURAGE, GUIDE, and INSTRUCT those
individuals entering into professions related to the healing of the body, mind

and spirit.”

Baptist Memorial College of Health Sciences was chartered in 19924 as a
specialized college offering baccalaureate degrees in nursing and in allied
health sciences as well as continuing education opportunities for healthcare
professionals.

The four year BHS degree includes radiology training in areas of diagnostic
medical services, and radiographic technology. BMH will participate to make
student learning opportunities available as circumstances allow,

[dentify the type of licensure and certification requirements applicable and verify the applicant has
reviewed and understands them. Discuss any additional requirements, if applicable. Provide the
name of the entity from which the applicant has received or will receive licensure, certification,
and/or accreditation.

Regponse

BMH and ROH have reviewed and understand the licensure requirements of the
Department of Health and applicable Medicare certification requirements. Both
are well versed through operation of large emergency department on their
respective campuses.

Licensure:
Resgonse

Health Facilities Licensure will be through the existing hospital license

Certification Type (e.g. Medicare SNF, Medicare LTAC, etc.):
Responsae

The applicant is both Medicare and Tenncare certified.
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Accreditation (i.e., Joint Commission, CARF, etc.):

ResEonse

Joint Commission accreditation is planned

1) If an existing institution, describe the current standing with any licensing, certifying, or accrediting
agency. Provide a copy of the current license of the facility and accreditation designation.
Response - A copy of the BMH License is provided as Attachment Orderly

Development 4 (A)

2) For existing providers, please provide a copy of the most recent statement of deficiencies/plan
of correction and document that all deficiencies/findings have been corrected by providing a

letter from the appropriate agency.

Resgonse

The last completed licensure/certification with an approved plan of
correction is included as Attachment Orderly Development 4 (B).

3) Document and explain inspections within the last three survey cycles which have resulted in
any of the following state, federal, or accrediting body actions: suspension of admissions, civil
monetary penalties, notice of 23-day or 90-day termination proceedings from
Medicare/Medicaid/TennCare, revocation/deniai of accreditation, or other similar actions.

ResEonse }

The last completed licensure/certification with an approved plan of correction
is included as Attachment Orderly Development 4 (A).

a) Discuss what measures the applicant has or will put in place to avoid similar findings in the
future.

Response:
Not Applicable

E. Respond to all of the following and for such occurrences, identify, explain and provide
documentation:

1) Has any of the following:

a) Any person(s) or entity with more than 5% ownership (direct or indirect) in the applicant (to
include any entity in the chain of ownership for applicant);

Re BEOI‘!SG H
None

b) Any entity in which any person(s) or entity with more than 5% ownership (direct or indirect) in
the applicant (to include any entity in the chain of ownership for applicant) has an ownership
interest of more than 5%; and/or

Resp_onse H

None
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c) Any physician or other provider of health care, or administrator employed by any entity in
which any person(s) or entity with more than 5% ownership in the applicant (to include any
entity in the chain of ownership for applicant) has an ownership interest of more than 5%.

Response:
None

2) Been subjected to any of the following:

a) Final Order or Judgment in a state licensure action;
Response

None
b) Criminal fines in cases involving a Federal or State health care offense;

Response

None
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c) Civil monetary penalties in cases involving a Federal on:%tate health care offense;

Resgonse &:
None £

d) Administrative monetary penalties in cases involving a Federal or State health care offense;
Response

None

e) Agreement to pay civil or administrative monetary penalties to the federal government or any
state in cases involving claims related to the provision of health care items and services;

and/or
ResEonse

None

f) Suspension or termination of participation in Medicare or Medicaid/TennCare programs.
Response

None

g) Is presently subject of/to an investigation, regulatory action, or party in any civil or criminal
action of which you are aware.

Response

None

h) Is presently subject to a corporate integrity agreement.
Response

None
F. Outstanding Projects:

1) Complete the following chart by entering information for each applicable outstanding CON by
applicant or share common ownership; and

- nding Pr

|

! . Date _LM%L Expiration
CON Number | Project Name

!C N Number m Approved Eit___

FN]SIZ-OGG Baptist Memorial Hospital | 02/24/2016 04/01/2017 ? 4/1/2019

L Renovate cardiac cath lab ’

| -

* Annual Progress Reports - HSDA Rules require that an Annual Progress Report (APR) be submitted each year.
The APR is due annualiy until the Final Project Report (FPR) is submitted (FPR is due within 90 ninety days of the
completion and/or implementation of the project). Brief progress status updates are requested as needed. The
project remains outstanding until the FPR is received.




2) Provide a brief description of the current progress, and status of each applicable outstanding
CON.

Resgonse

The project report is in process for the HSDA,
phases.

it is being completed in
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G. Equipment Registry — For the applicant and all entities in common ownership with the applicant.

1) Do you own, lease, operate, and/or contract with a mobile vendor for a Computed Tomography
scanner (CT), Linear Accelerator, Magnetic Resonance Imaging (MRI), and/or Positron
Emission Tomographer (PET)?

Response
BMH Memphis has CTs, Linear Accelerators, MRIs, and PETs.

2) If yes, have you submitted their registration to HSDA? If you have, what was the date of
submission?

Resgonse

BMH Memphis received notice of completed submission confixmation from
Alecia Craighead on June 24, 2016,

3) If yes, have you submitted your utilization to Health Services and Development Agency? If you
have, what was the date of submission?

ResEonse

BMH Memphis received notice of completed submission confirmation from
Alecia Craighead on June 24, 2016.

SECTION B: QUALITY MEASURES

Please verify that the applicant will report annually using forms prescribed by the Agency concerning
continued need and appropriate quality measures as determined by the Agency pertaining to the certificate
of need, if approved.

Resgonse

The applicant will report any necessary quality measures as determined

by the agency pertaining to the Certificate of Need.

SECTION C: STATE HEALTH PLAN QUESTIONS

T.C.A. §68-11-1625 requires the Tennessee Department of Health’s Division of Health Planning to develop
and annually update the State Health Plan (found at http://www.tn.gov/health/topic/health-planning ). The
State Health Plan guides the State in the development of health care programs and policies and in the
allocation of health care resources in the State, including the Certificate of Need program. The 5 Principles
for Achieving Better Health are from the State Health Plan's framework and inform the Certificate of Need
program and its standards and criteria.

Discuss how the proposed project will relate to the 5 Principles for Achieving Better Health found in the
State Health Plan.

A.  The purpose of the State Health Plan is to improve the health of the people of
Tennessee.

Response

The proposed project is an example of collaboration between two providers in
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C.

D.

the Metropolitan area- Baptist Memorial Hospital and Regional One Health. It
will place emergency services closer to the patients’ residences of both
providers in a care setting that is friendly for multiple generations. The
location will be equipped to address several levels along the continuum of
care. Technology will link resources for chronic disease management in
patient episodes requiring immediate attention. At the other end of the
continuum, opportunities will encourage community residents and their families
to learn and participate to the extent possible in their personal care.

People in Tennessee should have access to health care and the conditions to achieve optimal
health.

Resgonse

Access to emergency medical services in a focused local setting is not
restricted by existing health status, employment, income, geography or
culture. Access is provided to professional staff sponsoring health services,
education and activities that reduce risk and improve health. Convenient
access to ED services can improve the care experience and satisfaction with
the attention received.

Health resources in Tennessee, including health care, should be developed to address the
health of people in Tennessee while encouraging economic efficiencies,

Response

The new ED setting will be equipped for diagnosing and effective treating of
patients with emergent needs closer to their residences. Economic
efficiencies involve reducing the load at existing complex larger main
hospitals. Patient delays will be minimized by reduced waiting that is
possible by providing space for faster flow of patients through the smaller
care setting. Systems improvements that innovatively improve the health care
system will result. Collaboration will be encouraged among medical providers
without unnecessarily duplicating services.

People in Tennessee should have confidence that the quality of health care is continually
monitored and standards are adhered to by providers.

ResEonse

The new ED’s telecommunication and electronic health record tools will ensure
that patient information is appropriately accessible to providers and that
patients can be effectively involved. Medical professionals will work in a
setting that supports effective utilization and a high guality of work life.

The state should support the development, recruitment, and retention of a sufficient and quality heaith
workforce.

Res ponse

This project includes healthcare professionals who are dedicated to providing
emergency services care for multiple generations and are already engaged in
providing the services. The proposed ED will provide care in a setting that
is comforting to patients and families and effective for professionals. The
setting will be accessible to medical, nursing, allied health and educational
institutions including the BMH College of Health Sciences.

47



PROOF OF PUBLICATION

Attach the full page of the newspaper in which the notice of intent appeared with the mast and
dateline intact or submit a publication affidavit from the newspaper that includes a copy of the
publication as proof of the publication of the letter of intent.

Response

A page from the Commercial Appeal is provided.

NOTIFICATION REQUIREMENTS
(Applies only to Nonresidential Substitution-Based Treatment Centers for Opiate Addiction)

Note that T.C.A. §68-11-1607(c)(9)(A) states that "...Within ten (10) days of the filing of an application
for a nonresidential substitution-based treatment center for opiate addiction with the agency, the
applicant shall send a notice to the county mayor of the county in which the facility is proposed to be
located, the state representative and senator representing the house district and senate district in which
the facility is proposed to be located, and to the mayor of the municipality, if the facility is proposed to
be located within the corporate boundaries of a municipality, by certified mail, return receipt requested,
informing such officials that an application for a nonresidential substitution-based treatment center for
opiate addiction has been filed with the agency by the applicant.”

Failure to provide the notifications described above within the required statutory timeframe will result in
the voiding of the CON application.

Please provide documentation of these naotifications.

DEVELOPMENT SCHEDULE

T.C.A. §68-11-1609(c) provides that a Certificate of Need is valid for a period not to exceed three
(3) years (for hospital projects) or two (2) years (for all other projects) from the date of its
issuance and after such time shall expire; provided, that the Agency may, in granting the
Certificate of Need, allow longer periods of validity for Certificates of Need for good cause
shown. Subsequent to granting the Certificate of Need, the Agency may extend a Certificate of
Need for a period upon application and good cause shown, accompanied by a non-refundable
reasonable filing fee, as prescribed by rule. A Certificate of Need which has been extended
shall expire at the end of the extended time period. The decision whether to grant such an
extension is within the sole discretion of the Agency, and is not subject to review,
reconsideration, or appeal.

1. Complete the Project Completion Forecast Chart on the next page. If the project will be
completed in muitiple phases, please identify the anticipated completion date for each
phase.

2. If the response to the preceding question indicates that the applicant does not anticipate
completing the project within the period of validity as defined in the preceding paragraph,
please state below any request for an extended schedule and document the “good cause”
for such an extension.
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PROJECT COMPLETION FORECAST CHART

Assuming the Certificate of Need (CON) approval becomes the final HSDA action on the date
listed in Item 1. below, indicate the number of days from the HSDA decision date to each phase
of the completion forecast.

- Days | Anticipated Date 1
Phase = | Reguired |  [Month/Yea] |
1. Initial HSDA decision date SR

2. Architectural and engineering contract signed i
{ 3. Construction documents approved by the Tennessee

Department of Health o —

4. Construction contract signed B o
| 6. Building permitsecured | | S |
1 6. Site preparation completed ~ L _
| 7. Building construction commenced

8. Construction 40% complete . 3

9. Construction 80% complete 5 _ .

10. Construction 100% complete (approved for occupancy | - o
11 *Issuance of License P SR
i 12. *Issuance of Service | —
‘ 13. Final Architectural Certification of Payment - 1 o |
:l 14. Final Project Report Form submitted (Form HR0055) y e

*For projects that DO NOT involve construction or renovation, complete Items 11 & 12 only.

NOTE: If litigation occurs, the completion forecast will be adjusted at the time of the
final determination to reflect the actual issue date
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JON 26517 PMa:

STATE OF TENNESSEE
COUNTY OF SHELBY

__GREGORY M. DUCKETT , being first duly sworn, says that he/she
is the applicant named in this application or his/her/its lawful agent, that this praject will be

completed In accordance with the application, that the applicant has read the directions to this
application, the Rules of the Health Services and Development Agency, and T.C.A. §68-11-1601, et
seq., and that the responses to this applicaton or any other questions deemed appropriate
by the Health

Services and Development Agency are true and complete.

Sworn to and subscribed before me this 26 day of I. a Notary

Public in and for the County/State of

NOTARY PUBLIC

"'V“Mimmu 2029 -M»

My commission expires '
(Month/Day) (Year)

HF-0004 Revised 12/2016 - All forms prior to this time are obsolets. RDA 1651
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Attachment

Restated Charter

of
Baptisi Memorial Hospital

Pursuant to the provisions of Section 48-60-106 of the Tennessee
Nonprofit Corporation Act, the undersigned corporation adopts the
following restated charter: -

1. The name of the corporation is Baptist Memorial Hospital,

2. The d-iration of the cerperation is perpetual,

3. The address of the principal office of the corporation in the State
of Tennessea shall be 899 Madison Avenue, Memphis, Shelby County,
Tennesges 38146.

4. The street address and zip code of the corporation’s registered
office ia: ‘

899 Madison Avenue
Memphis, Tennesses 38148

5. The corporation’s registered office is located in Shelby County,
Tennsssee.

6. The name of the corporation’s registered agent at that office is
Charles R. Baker,

7. The corporation is a public benefit corporation.

8. The corporation is not-for-profit.

9. The purposs or purposes for which the corporation is organized
are charitable, educational, religious and scientific, for the general
welfare and not-for-profit, and particularly relating to the various
aspects of hospital and health-care and education, including the
prevention of illnese and disease and the treatment and care of
persons who are ill, infirm or injured, in line with the traditional and
ongoing mission of the Baptist churches affiliated through their Stata
Baptist Conventions in Arkansas, Mississippi and Tennesses with tha
Southern Baptist Convention as now known and practiced among
Baptists.

10. The corporation is authorized to establish, maintain and
conduct hospitals, clinics, home health care organizations, rehabilita-
tion centers, health maintenance organizations, hospices, nursing
homes, nursing and other schools, educational organizations and
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Antachment

related institutions; to acquire, own, leass, manags, operate, conduct,
provide services to, affiliate with and generally deal with such
organizations, and real and personal property, equipment and
materials related thereto, and any other supporting business entities
or units, facilities and activities deemed to be appropriate in
connection therewith and permitted by the Tenngessee Nonprofit
Corporation Act, including the making of distributions to
organizations that qualify as exempt organizations under Section
501(c)(3) of the Internal Revenue Code of 1986, as amended,
contributions to which are deductibls under Section 170(cX2) of said
Code or corresponding provisions of any future United States inteynal
revenue law. Notwithstanding any other provisions hereof, however,
the corporation shall not carry on activities not permitted to be carried
on by a corporation exempt under the said Section 501(¢X3) of the
Internal Revenue Code, contributions to which are deductible under
Section 170(¢c)(2) of said Code or corresponding provisions of any

attempting to influence legislation, and thes corporation shall not
participate in, or intervene in (including the publishing or distribution
of statements), any political campaign on behalf of any candidate for
public offica.

11. The governing body of the corporation shall be a Board of
Directors of not less than 3 nor more than 12 persons, as shall he sat
out in the bylaws. The directors shall be chosen, and their torms of
office and manner of filling vacancies determined, by the sole member,
Baptist Memorial Health Care System, Inc., a Tennessee not for profit
corporation established under the authority of the sajd Arkansas,
Misaissippi and Terinessee Baptist Conventions,

12. In the event of the dissolution of the corporation and after
paying or providing for payment of all liabilities of the corporation, the
residual assets of the corporation shall be distributed to Baptist
Memorial Health Care System, Ine. if at the time it qualifies ag an
exempt organization under Sections 501(cX3) and 170(c)(2) of the
Internal Revenue Code of 19886, or corresponding provisions of any
future United States internal revenues law. If for any reason Baptist
Memorial Health Care System, Inc. shall not then qualify ag such
exempt organization then the assets shall be distributed equally to
and among the said Arkansas, Mississippi and Tennessee Baptist
Conventions, provided that they then qualify as exempt organizations
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under Sections 501(cX3) and 170(cX2) of ths Internal Revenue Code of
1988 or corresponding provisions of any future United States internal
revenus law. If for any reason the said Baptist Conventions do not
then so qualify for exemption, or atherwizsa cannot receive such assets,
then the assets shall be distributed to one or more organizations ag
may be selected which do so qualify, for exclusively charitable,
educational, religious and/or scientific purposes within the meaning of
Section 501(c)(3) of the Internal Revenue Cods or corresponding
provisions of any future United States internal revenue law,

Dated: December 10, 1990,
BAPTIST MEMORIAL HOSPITAL

By: =
Joseph H. Powell, President
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Bylaws

, of
Baptist Memorial Hospital

CHAPTERI

Section 1: Naeme. The name of this Institution shall be Baptist
Memorial Hospital.
~ Section 2: Principal Office. The principal office of Baptist Memorial
Hospital shail be 8§99 Mudison' Avenue; Memphis, Tennessees, -

Section 3: Generol Purposes. The primary purpose of Baptist
Memorial Hospital is to provide hospital and relatsd health sarvices,
education, and scientific research in accordance with Christian

principles as set out in the Charter of Incorporation, in line with the
mission of the sole member, Baptist Memoriel Henlth Cars System,

Ine.

: CHAPTER IT

Section 1: Board of Directors. The governing body of Baptist
Memorial Hospital is its Board of Directors. The Board is responsible
for operating the hospital within the scope of authority prescribed by -
the member. No delegation of authority by the Board of Directors to
any other body or group shall preclude the Board from rescinding such
delegation.

Section 2: Appointment of Directors. The Board of Directors of
Baptist Memorial Hospital shall consist of twelve (12) persons who
shall be appointed and who may be removed with or without cause by
the member, Baptist Memorial Health Care System, Inc. Three (3) of
the directors shall be residents of Arkansas, three (3) shall be
residents of Mississippi, three (3) shall be residents of Tennessee, and
three (3) shall be members of the Active Medical Staff of Baptist
Memorial Hospital.

. Section 3: Terms of Office. The terms of office of the directors of the
Hospital shall be one year, unless otherwise determined by the

member,

Section 4: Vacancy. In the event of the death, resignation or removal
of a director, the vacancy shall be filled by the member.

Section 5: Quorum. A majority of the directors shall constitute a

Attachment
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quorum for the transaction of business. Proxies, in writing to the
Chairman or Secretary of the Board of Directors, will be recognized
only when such ares necessary to form & quorum. The Board of
Directors, or any committee thereof, may authorize or take action
upon unanimous written consent to the same extent such action could
be taken st a regular or special called meeting at which the directors
were present in session, in accordance with Tennessee law.

Section 8: Meetings. The Board of Directors shall hold an annual
meeting on the third Tueaday in January, or at such other time as
may be fixed by the Board. The general officers of the Board shall be
nominated and elected at the annual meeting.

Regular meetings of the Board of Directors will be held in |
accordance with a schedule to bs adopted by the Board.

Special meetings may be called by the Chairman of the Board, the
Vice Chairman in his absence, or by any five (5) members of the Board
of Dirdctors for the purpose of transacting any business, provided that
notice of the time, place and purpose of the spacial mesting is mailed
to the last known sddress of each director at least five (5) days
preceding the date of the special meeting. Such notice may by waived
b7 the directors. '

All meetings of tho Board of Directors shall be held at the head-
quarters of the corporation or at other locations when authorized by
the Board. The Board and its committees are authorized to hold
executive seesions.

CHAPTER IT1

Section 1: Officers of the Board of Directors. The general officers of
the Board of Directors shall be a Chairman and thres (3) Vice-
Chairmen. Each officer shall be a member of the Board of Directors.

Section 2: Term of Office. The general officers shall serve until the
next annual meeting or until their successors are elected and taks
office.

Section 3: Chairman. The Chairman shall preaide at all meetings of
the Board, manifest an interest in the general operations of the
hospital and its allied agencies, and perform duties customarily
assigned to the Chairman. He shall be an ex-officio member of all

——committeesof-theBoard:

Section 4: Vice-Chairmen, In the event of the absence or disability of
the Chairman, a Vice-Chairman shall be designated to carry out his
duties,

Attachment
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CHAPTER IV

Section 1: Committees of the Board. The Board of Directors may
authorize the formation of committees consisting of two or more
persons, and may delegate appropriate authority to such committees
a8 permitted under the Tennessee Nonprofit Corporation Act. In
forming such committees, the Board shall give title to them, specify
the qualifications for membership, prescribe the procedure for
appointment and outline the duties and responsibilities thereof. The
committees so formed shall be described in administrative regulations
of the hospital.

Section 2: Administrative Regulations. The Board of Directors shall
adopt Administrative Regulations, These shall exist in complementary
manner to che Charter afid Bylaws fii the purpose of guiding the
Board of Directors, its committees, and the President of the hospital in
the implementation of their duties and responaibilities. Tho particular
provisions shall derive from the Chartsr and Bylaws of the Baptist
Memorial Health Care System, Inec., the Charter and Bylaws of
Baptist Memorial Hoapital, and actions and interpretations by the
Board of Directors of the Hospital.

Section 3: President. The member shall appoint the President of
Baptist Memorial Hospital. The President shall be the chief executive
officer of the Hospital. The President shall have the necessary
authority and responsibility for the management of the Hoapital in its
various activities and for the carrying out of the policies and resolu-
tions of the Board. The President shall facilitate communications
between the Hospital (governing body, administration, medical staff)
and other health care delivery organizations that are corporately and
functionally related.

The President shall periodically develop and submit to the Board or
its authorized committee(s) plans and/or reports respecting hospital
operations, personnel and corporate organization, professional
services, budgets and financial information, communications with
related health care delivery organizations, together with such other
reports as the Board requests. In addition to the authority to select,
employ, determine the compensation of and discharge hoaspital
personnel generally, and to establish personnel policied and practices,
the President is further authorized to select, employ, and discharge
such Vice-Presidents, a corporate Secretary, and other administrative
officers as he deems necessary or appropriate to assist in carrying out
his duties. The President shall cause minutes of tha meetings of the
Board of Directors to be prepared and maintained on file as the Board

may direct.
* Attachment
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The President shall be guided by the principle that it is not in the
best interest of the hospital to do business with business organizations
in which 8 member of the Board of Directors, administrative staff or
department head may have a substantial interest; or employ relatives
(immediate families) of members of the Board of Directors, adminis-
trative staff and department heads. Exceptions may be made by
express approval of the Board of Directors.

Section 4: Auxiliaries. In the formation of any auxiliary groups, the
Board of Directors shall approve the purposes and bylaws of these
groups in order to assure the consistency of the existence of these
groups with the purposes of the hospital.

CHAPTERV

Section 1: Funds. The funds of the hospital shall be maintainsd 1n
such accounts as deemed appropriate by the Board of Directors.
Authorization for withdrawal of funds from these accounts shall be
signed by two persons who shall be employess of the hospital who have
been designated for this purpose by the Board of Directors.

Section 2: Gifts. Except where the hospital has agreed to accept a
gift for a restricted purpose, all gifts shall be deemed to have been
received for the purpose of the general development of the hospital.

Section 3: Audit. The Board of Directors shall name an audit firm
whose duties shall include the making of an audit each year as of
September 30th. Any State Convention desiring an additional audit
may make such audit at its own expenae.

Section 4: Agents. The Board of Directors is authorized to employ
such agents as it deems appropriate.

Section 6: Long Term Debt, The Hospital shall not incur long term
debt without the approval of the member.

CHAPTER VI

Section 1: Medica! Staff. The Board of Directors shall cause to be
named a Medical Staff of the hospital, and approve the organization of
the Medical Staff. The Medical Staff organization functions ag an
integral part of the hospital corporation. Through its department
chairmen, committees and officers, the Medical Staff is accountable
and responsible to the Board of Directors for the discharge of those
duties and responsibilities delegated to it by the Board, including the
quality of medical care practiced in the hospital. With respect to the
quality of medical care and other pertinent matters, the Board of
Directors shall meet regularly (at least quarterly) with representatives

Atachment
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of the Medical Staff Executive Committee (generally the President,
Secretary, and Chief of Staff, or others designated by the President of
the Medical Staff) for appropriate communications and to receive
recommendations and reports pertaining to Medical Staff functions
and responsibilities. In addition, the Board of Directors may establish
committees consisting of directors, members of the medical staff, and
members of the administrative staff to perform designated duties
outlined in the Medical Staff Constitution and Bylaws and the
Hospital Bylaws, and to facilitate furthar communication between the
Board, the Medical Staff, and Administration as indicated on matters
of mutual interest.

The Medical Staff is responsible to the Board of Directors for the
developisent, adoption, and periodic review of a Constitution and
Bylaws of the Medical Staff to include procedures and requirements
for medical staff appointment, advancement, credentialing, discipline,
organization, and other functions, The Constitution and Bylaws of the
Medical Staff and any changes therein shall require approval of the
Board of Directors before becoming official. In all events the Board of
Directors as the governing body shall have final authority in deter-
mining the staff appointment and privileges granted to practitioners
and in this capacity shall be the final authority respecting the appeal
precedure. The Board specifically reserves the authority to take any
direct action it desms appropriate with respect to the right to practica
or exercise privileges in the hoapital. Action taken by the Board in
such cases may, but need not, follow the procedures outlined in the
Constitution and Bylaws of the Medical Staff; however, any Board
action based upon competance or professional conduct that would
result in a reduction of clinical privileges, suspension of clinical
privileges (except for a period of up to 14 days for investigative
purposes), revocation of staff appointment or denial of reappointment
shall entitle the affected practitioner to a hearing and appeal as
outlined in the: Constitution and Bylaws of the Medical Staff except
that members of the hearing body shall be appointed by the Chairman
of the Board and may consist entirely of directors.

The hospital has the authority to enter into contracts or employ-
ment relations with physicians for the performance of certain services,
including exclusive contracts for medical services when deemed to be
appropriate. All physicians functioning pursuant to such contracts or
employment relationships shall obtain and maintain Medical StafT
appointment and the pertinent clinical privileges necessary to perform
the particular services, which shall be processed as described in the
Constitution and Bylaws of the Medical Staff. If a question arises

Attachment
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concerning clinical competence or clinical privileges during the term of
the contract, that question shall be processed in the same manner as
would pertain to any other Medical Staff appointee. If a modification
of privileges or appointment resulting from such action is sufficient to
prevent the physician from adequately performing his contractual
duties, the contract shall automatically terminate. Clinical privileges
or medical staff appointmaent resulting from a contract or employment
arrangement shall be valid only during the tarm thereof. In the event
that the contract or employment arrangement expires or is termi-
nated, the clinical privileges and Medical Staff appointment resulting
from the contract or employment shall automatically expire at the
time the contract or employment expires or terminates. This expira-
tion of clinical privileges and Medical Staff appaintment or the ter-
mination or expiration of the contract itself, shall not entitle the
physician to any hearing or appeal, unless there is a specific provision
to the contrary in the contract. In the event that only a portion of the
phyzician’s clinical privileges are covered by the contract or employ-
ment, only that portion shall be affected by the expiration or termi-
nation of the contract or employment. Specific contractual or
employment terms shall in all cases be controlling in the event that
they conflict with provisions of the Constitution and Bylaws of the
Medical Stafy, '

Section 2: Quality and Risk Management. The Board of Directors
shall cause to be developed and shall support quality and risk
management functions for the hospital. Responsibility for the conduct
of these functions is delegated to the Medical Staff and the President
of the Hospital. Each level of the organization (e.g. medical staff,
nursing, clinical support services, etc.) is responsible and accountables
to the Board of Diroctors for the quality of care provided within its
respective range of services and/or clinical privileges through estab-
lished reporting relationships. Monitoring and evaluation of the
quality of patient care and of risks of patient injury sssociated with
care shall be performed and reported to the Board through the
hospital-wide quality and risk management programs.

CHAPTER VII

Section 1: Amendments to Bylaws. These bylaws may be amended
in accordance with the provisions of the Tennesses Nonprofit
Corporation Act, and with approval of the member,

Section 2: Miscellaneous. Pronouns of any gender used herein shall
include the other genders.

Anachment
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Organizational Chart

Section A-6A
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Notice of Intent/Option to Lease

Section A-6
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Welcome to the Shelby County Assessor of Property Page 1 of 1

CHEYENNE JOHNSON
Assessor of Property

Property Location and Owner Information 2016 Appralsal and Assessment Information
Parcel ID: AD152 00257 Class: COMMERCIAL
Land Appraisal: $ 8,521,900
Property Address: 0 AIRLINE RD Building Appraisal: $0
Municipal jurisdiction: ARLINGTON Total Appraisal: $ 8,521,900
Neighborhood Number: 00407A51
Tax Map Page: 77 Total Assessment: $ 3,408,760
Land Square Footage:
Acres: 85.0590 Greenbelt Land: $ 170,800
Lot Dimensions: Homesite Land: $0:
Subdivision Name: Homesite Building: $0:
Subdivision Lot Number: Greenbelt Appraisal: $170,800:
Plat Book and Page: Greenbelt Assessment: $42,700¢
Numiber of 0
Improvements: Click Here for 2015 Values
Owner Name: BAPTIST MEMORIAL HEALTH CARE Vlew: Assessor's GIS Map
CORP View: GIS Parcel Map
in Care Of;

Owner Address: 350 N HUMHREYS BLVD
Owner City/State;Zip; MEMPHIS, TN 38120

Dwelling Construction Infarmation

Stories: Héat:

Exterior Walls: Fuel:

Land Use: - VACANT LAND Heating System:
Year Built:

Total Rooms: Fireplace Masonry:
Bedrooms: Fireplace Pre-Fab:
Bathrooms:

Half Baths: ‘Ground Floor Area:
Basement Type: . Total Living Area:
Car Parking:

Other Bulldings on Site for this Property
See Permits Filed for this Property
See Sales Data for this Property
IDIsclaimer The Information présented on this web site 1s based an the inventary of real property found within the Jurisdiction of the

county of Shelby in the State of Tennessee. Shelby County assumes no legal respansibility for the information contained within this
web site. This is not a bill and does not serve as a notice or invoice for payment of taxes nar does it replace scheduled notices
mailed to property owners.

hitp://www.assessor.shelby.tn,us/Property SearchDetail .aspx?id=A0152 00257 AtachTETE 17
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Trammell CrowCompany =

January 24, 2017

Zach Chandler

Executive Vice President - CSO

Baptist Memorial Healthcare Corporation
350 North Humphreys Blvd.

Memphis, TN 38120

Dear Zach:

Trammell Crow Company is pleased to present the enclosed Letter of Intent to develop a proposed
Free Standing Emergency Departments in the Memphis Metropolitan Market (the “Project”) for
Baptist Memorial Healthcare Corporation ("BMHM"). On behalf of Trammell Crow Company (“TCC"),
we appreciate your consideration for this important project and the opportunity to partner with
BMHM.

Backed by the national resources of TCC and our parent company, CBRE, we offer specialized
healthcare real estate staff with strang local market knowledge. We understand the importance of
delivering the Projects quickly and cost effectively and have the expertise and resources to mobilize
immediately to bring these Projects to fruition. The critical schedule element at this time will be the
submission of the Certificate of Need Application. We will work with BMHM in a collaborative manner
to submit the CON Application and then finalize the definitive agreements between the parties. Based
on our experience, we have assembled a best-in-class team with expertise in developing free
standing EDs to service the unique need of this project. We will work in close collaboration with the
health system and all parties to ensure the Project meets BMHM's goals and objectives.

TCC/CBRE has a proven record as a strong partner with healthcare systems by way of long term
relationships. The majority of our development has been completed in an “open book” basis, which
the Projects require at this preliminary stage of development. We understand that speed to market is
of critical importance and that no project is successful without a continuous focus on cost efficiency,
quality and the operational considerations that are required by health systems. Each of our
developments are structured to meet the unique objectives and requirements of our clients. On

behalf of TCC, thank you for the opportunity to propose on this important project.

Sincerely,

Attachments 17



Cheri Clarke Doyle
Senior Vice President

Trammell Crow Company

Baptist Memorial Hospital Memphis - Freestanding Emergency Department Project

Letter-of-Intent between

TC Northeast Metro Development, Inc. and Baptist Memorial Health Care Corporation

January 24, 2017

TC Northeast Metro Development, Inc., a wholly owned subsidiary of Trammell Crow Company {"TCC"), is
pleased to submit this letter-of-intent setting forth the general terms and conditions pursuant to which
TCC will work with Baptist Memorial Health Memphis ("BMHM") and on an exclusive basis to develop a
Freestanding Emergency Department Project(s) (the "Project”) located north of the intersection of 140
and Airline Road in Arlington, Tennessee.

PROJECT PROPOSAL

| Project Overview:

‘Developer
Respansibilities:

BMHM

The Project(s) will be a “Class A" Freestanding Emergency Department

Buildings.

The project, will be approximately 13,750 square feat and will be located. TCC
will enter into a Ground Lease with the current owner. ‘

TCC will;

Enter into a Prepaid Ground Lease with a term of seventy years
plus two ten year extension optians. Closing on the land lease will
be conditioned on satisfactory review of all due diligence items,
receipt of all approvals and execution of a Lease with Baptist
Memorial Health Care Corporation {(BMHCC).

Provide required preliminary sites drawings, plans, budgets and
schedules to support BMHM in the submission of the CON

Application.
Hire and coordinate the design team to finalize building plans

and specifications required for final construction pricing and to
be used as exhibits for the Lease Agreement.

Obtain all necessary governmental approvals for the
development of the Project.

Finalize the development budget and project schedule in
collaboration with, and approval by, BMHM,

BMHM'’s parent organization, Baptist Memorial Health Care Corporation
("BMHCC") is owner of the site. BMHCC will enter into a ground lease with

2
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Responsibilities:

LEASE TERMS
Tenant:
Landlord:
Premises:

Commencement
Date:

Initial Term:

Base Rent / Buy
Back

Rental Basis:

Escalation:

GENERAL TERMS

Definitive
Documents:

TCC as described above.

BMHM will cooperate and work collaboratively with TCC to timely secure all
entitements and other governmental approvals necessary for the
development of the Project.

BMHM
TCC, or affiliate or assignee
Approximately 13,750 square feet for the Arlington lease

Upon substantial completion of the Building and Tenant Improvements,

Twelve years
The Base Rent for the first year is projected to be $34.09 per square foot,

We recognize that TBHC may want to own the ED in the future so we will
provide BMHM an option to purchase the building twelve (12) years after
lease commencement as well as providing a first right of offer to BMHM
should the Landlord decide to sell the building anytime during the Master
Lease term. In the event that BMHM purchases the building, the ground lease
would be extinguished and BMHM would own the land and the building.

The Base Rent is quoted on a Net basis ("NNN").

The rent escalation shall be two and one-half percent (2.5%) per annum.

The proposed transaction contemplates the following documents (the
"Transaction Documents”), all of which shall contain terms and conditions
mutually satisfactory to BMHM and TCC:

. A Reimbursement Agreement to cover costs expended by
TCC/CBRE prior to closing on the Arlington property.

. Aground lease from BMHCC to TCC as described above.

3
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Non-Binding:

. Lease Agreements purgant to which BMHM leases the Premises

as described above.

JAN 2517 pug:

Other than the immediately preceding paragraph regarding Reimbursement
Agreement, neither party hereto shall be bound in connection with the
proposed transaction until formal written documentation, containing terms
and conditions mutuaily satisfactory to BMHM and TCC, is fully executed and

delivered.
Baptist Memorial Healtz,(:are Corparation
By: /?

&(.‘.&f&//

Titlee  &-C30

TC NE Metro Development, Inc.

o %‘//?«/

Name: Jeffrey T. Goggins

Title; President
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Plot Plan

Section A-6B-1
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Concept Site Plan
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Attachments 22

CONFIZENTIA

€ 2016 CBRE |

Prepaced for Sareoit Hospiiat Center |



Floor Plan

Section A-6B-2
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Architect Letter

Section A-4A
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Chief Financial Officer Letters

Section B-Economic Feasibility-B
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BAPTIST MEMORIAL HEALTH CARE CORPORATION

January 24, 2017

Melanie Hill

Executive Director

Tennessee Health Services and
Development Agency

Andrew Jackson, 9" Floor

502 Deaderick Street
Nashville, TN 37243

Re:  Baptist Memorial Hospital ~ Satellite Emergency Department,
Intersection 1-40 and Airline Road

Dear Ms. Hill:

Under the Joint Operating Agreement arrangement between Baptist Memorial Hospital
(BMH) and Regional One Health (ROH), BMH will fund 60% of the capital required to establish
the project referenced above. The BMH 60% share is expected to be $2,116,462. This letter
confirms that BMH has sufficient cash and other liquid assets to fund its share of the project.

Sincerely,

|/ /

William A. Griffin
Executive Vice President, Chief Financial Officer
Baptist Memorial Health Care Corporation

350 NORTH HUMPHREYS BOULEVARD » MEMPHIS, TENNESSEE 38120-2177
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DocusSigr Envelope ID: 1D7D8D5D-632A-4750-8D18-D3ABA136E51A

() Regional One Health

R

January 24, 2017

Meianie Hill

Executive Director

Tennessee Health Services and
Development Agency

Andrew Jackson, 9" Floor

502 Deaderick Street

Nashville, TN 37243

Re:  Baptist Memorial Hospital — Satellite Emergency Department,
Intersection 1-40 and Airline Road

Dear Ms. Hill:

Under the Joint Operating Agreement arrangement between Regional One Health and
Baptist Memorial Hospital, ROH will fund 40% of the capital required to establish the project
referenced above. ROH’s 40% share is expected to be $1,410,974. This letter confirms that
ROH has sufficient cash and other liquid assets to fund its share of the project.

Sincerely,

6 B “'a“.fL

TBEGB4B138D3460

J. Richard Wagers, Jr.
SEVP/CFO

877 letferson Avenue regionalonehealth.org

Memphis, TN 38103
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Balance Sheet and Income Statements

Section B-Economic Feasibility-F1
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G Regional One Health

Unaudited Financial Statements

For The Period Ended
December 31, 2016
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Month of Decambar
2018 2018 2015
Actyal Budgat Aciual
78,004 $ 79,388 $ 82,783
27,518 33,088 29,540
11,407 9,500 7,331
$ 117,017 § 121,684 § 110,654
$ 64,841 $ 68,079 $ 72072
16,308 23,030 28,878
8,839 5,540 (8,525)
$ 93,789 $ 97,558 $ 98,124
$ 23,228 $ 24,425 $ 23,530
$ 2,836 ] 2,681 $ 2,783
§ 28,084 $ 27,088 $ 28,312
$ 13,835 $ 13,047 $ 12,587
3,008 2,723 2,844
7.527 6,347 8,471
8,815 713 6,762
3,449 3,635 3,722
1,508 1,208 1,074
132 140 0
1,582 1,450 1,473
725 808 887
52 27 42
$ 38,429 $ 38314 $ 35673
$§ (12,386) § (9.227) $  (9,381)
H (562) § 328 8 {572)
5,687 5,085 5,153
2,798 3,000 2,825
[] 7,941 $ 8,381 $ 7,408
$ (4424) 8§ (648) §  (1.865)

Regional One Health
(Excludea the Foundation)

Statement of Revenue and Expenses

December 31, 2016
($ In Thousands)

Inpatient Revenue
Outpatient Revenue
Physiclan Revenua
Gross Patlent Service Revenue

Contractual Adjustments
Charity Care
Provision for Bad Debts
Total Deductione from Revenue

Net Patlont Revenue
Other Operating Revenue

N ven

Salary Expense
Employge Benefits
Supplies
Purchased Services
Other Expenses
Operation of Plant
Insurance
Depreclation
Lease Expense
interest

Totaf Operating Expenses

Operating Income

Invastment Income & Other
Support income
Public Hospital Supplemental Pool
EHR Incentive Payment

Total Non-Operating Income

Net Income (Loss)

Six_Months Ending December 31

2048-17 2018-17 2015-18
Actual Budgst Actual
483,311  § 481801 § 479,910
186,478 204,018 194,897
0,781 58,841 51,008
§ 720580 § 742580 & _ 725814
$ 410193 S 412801 $ 411014
128,878 144,773 141,037
43,590 38,813 30,367
$ 680,470 & 684,477 § 682,418
$ 149108 § 148072 $ 143,395
$ 17,315 § 16828 § 15400
§ 166424 § 163808 $ 158,804
$ 79313 $ 776§ 77,27
16,368 18,442 17,273
40,317 7,483 38,208
42,268 42,768 40,511
22,021 22,079 22,564
7,993 7,348 7563
850 843 247
0,480 9,166 8,870
3,805 3,829 3,885
205 163 172
$ 221938 § 217,024 _§ 217,346
$  (55514) $ (63,026) §  (5B,541)
(1450) $ 1958 3 85
31,207 30,331 33,151
18,778 18,000 18,080
$§ 48833 § 0289 3 60188
s (8981) 8 738) §  (8,355)

Attachments 35

[ B0 S~ 0 S I

oo ®N®



A WN

@G

-
[=)

13

38
as

Reglonal One Heaith
{Excludes the Foundation)

Statement of Revenue and Expenses - Flex Budget (Volume and Case Mix Adjusted)

Month of December
2018 2018 2016
Actual Flex Budaat Budget
$ 76,084 H 78,273 $ 79,386
27,516 35,852 33,088
11,407 8,381 9,500
$ 117,017 $ 120808 $ 121,984
S 84,841 $ 48,200 $ 068,979
19,309 22,770 23,030
9,830 5488 5,549
$ 93,789 [ 96,456 § 97,668
S 23,228 s 24150 $ 24,425
S 2,838 $ 2,681 § 2881
$ 26,064 $ 26,810 $ 27,088
S 13,835 $ 12,644 $ 13,047
3,008 $ 2,055 2,723
7.627 6,127 0,347
8,815 7,131 7,131
3,449 3,835 3,835
1,508 1,205 1,205
132 140 140
1,582 1,480 1,480
725 808 808
52 27 27
§ 38,428 $ 356822 § 38,314

$ (12,366) _$ (8,812) _$ (9,227)

$ (552) % 326 S 326
5,607 5,055 8,066
2,798 3,000 3,000
$ 7,941 S 8,381 $ 8381
$ (4424) § (431) § (848)
$ 78,782 5 74,928 $ 74,377
S 15,840 $ 16,003 $ 14,803
$ 25,876 $ 22,131 $ 22141

December 31, 2018
($ In Thousands)

Inpatient Revenue
Outpatient Revenue
Physliclan Revenue
Gross Patlent Service Revenue

11}
Contractual Adjustments
Charity Care
Provision for Bad Debts
Total Deductions from Revenue

Net Pationt Revenue

Other Oporating Revenue
Net Revonue

Salary Expense
Employee Benefits
Supplies
Purchased Services
Other Expenses
Operation of Plant
insurance
Depraciation
Lease Expanse
Interest

Total Operating Expenses

Operating Ingome

Investment Income & Other
Support income
Public Hospiial Supplemental Pool
EHR Incantive Payment

Total Non-Operating Income

Nst income (Losgs)

Volume and Case Mix Adjusted Financlal Ratios
Gross Patlent Revenue par Adj Discharge
Net Patient Revenue per Adj Discharge
Total Operating Expanse per Ad| Discharge

Six_Months Ending December 31

2016-17 201817 2018-17
Actual Elex Budget Budaet

$ 483,311 $ 472,088 $ 481,801
185,478 202,464 204,018
80791 52935 58,841

$ 726,580 § 727487 $ 742,560

$ 410,193 $ 404,518 $ 412,891
126,879 144,836 144,773
43,589 38,086 36,813

§ 580,470 § 582418 § 584,477

$ 149,100 $ 145,080 $ 148,072

$ 17,315 $ 15928 $ 15926

$ 166,424 $ 160,095 § 163998

$ 79,313 $ 75,581 $ 77,116
18,358 15,868 16,442
40,317 38,831 37,483
42,208 42,786 42,768
22,021 22,079 22,070
7.183 7,348 7,348

889 843 843
8,480 9,155 8,185
3,805 3,629 3,626
205 163 183

$ 221,938 $ 214,043 $ 217,024

$ (65514) _§ (53,048 5 (53,024)

$ (1450) §$ 1,958 3 1,858
31,207 30,331 30,331
18,776 18,000 18,000

§ 48533 $ 50,289 $ 50,289

$_(s88l) § (2750) 8§ (2738)

$ 81,135 $ 750874 $ 76297

$ 16,602 $ 15,000 $ 15214

$ 24,081 $ 22,265 $ 22208
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Reglional One Health

{Excludes the Foundation})

8 y of Statisticsl &

Dacambar 31, 2018

aRg

Month of Dacember $Six_Months Ending December 31
2010 2018 2018 2016-17 2016-17 2018-16
Actual Budget Actyg| Actusl Budanet Actua|
273 287 285  Average Dally Census (Excluding Newbom) 277 287 274 1
In-Patiant Days
7,088 7,210 7,013 Acute Cars 42,324 42,810 43,631 2
831 820 a17 Extended Cere 3,720 3,834 3,497 3
450 854 §16 Reheb 3,015 3,888 3,204 4
317 419 81 Skitted Nursing 1.821 2,342 61 ]
528 458 493 Wall Baby Nursery 2,846 2718 2,878 8
9,994 9,381 8,680 Tota{ Inpatient Days 63,828 EE‘G‘M E&lzii 7
Dischargas
1,018 1.062 1,108 Acute Care 8,018 6,316 6411 8
20 21 17 Bxiended Care 100 129 102 9
22 38 30 Rehab 164 214 177 10
17 17 4 Skllled Nursing 81 98 4 1
247 209 227 Wall Baby Nursery 1,447 1,240 1,359 12
1,321 1346 1,387 Total Discharges } 7994 8083 13
Average Langth aof Stay
8.98 8.79 8.32 Acute Care 7.04 6.78 87 14
.85 29,52 38.29 Extended Care 37.20 29,72 34.28 15
20.45 1817 1717 Rehab 18.38 18.17 18.56 (]
18.86 24,85 15.25 Skilled Nursing 2248 2485 18.25 17
2,14 2,18 217 Well Baby Nursery 2,04 218 212 18
Case Mix Index
2.38 223 2.72 Mudicare 2.3 223 287 19
1.76 1.83 1.82 Overall 1.83 1.83 1.82 20
Qutpatient Visits
5,528 5,820 §,708 Outpatient Center 36,992 37,229 36,012 21
2,719 2,571 2,940 OB/GYN 18,568 16,823 16207 22
3,154 3,680 3478 Heaithloop & Satalite Clinics 19,732 23,840 23386 23
1,822 1,204 741 6555 Clinics 10,816 8,317 4115 24
13,283 13,354 12,087 Total Outpatient Visits 84,138 86,700 B0,620 26
4,382 4,929 4,766 Emergency Vielts EBIQ‘.I-E 20873 20,863 28
Surglcal Operations
531 433 499 Inpatient 3,188 2,992 3,080 27
163 221 224 Outpatient 1,147 1,203 1,248 28
894 8584 723 Total Surgical Operations 4513 4I2§5 4‘22! 20
Financlal Ratlos
§ 78,792 $ 74377 § 74756 Gross Patient Revenue per Adj Discharge $ 81,135 $ 76287 $§ 78262 0
§ 15840 $ 14883 § 14701 Net Patient Revenue per Adj Discharge $ 18,502 $ 15214 $ 15087 A
$ 25870 § 22141 $ 22,287 Total Operating Expense per Ad) Discharge $ 24881 $ 2220 $ 22837 32
Casne Mix Adjusted Financlal Ratlos
$ 78,792 $ 75033 $ 74788 Gross Patlent Revenue per Adj Discharge $ 81135 $ 75,081 $ 76282 33
$ 15640 $ 15024 $ 14701 Net Patlent Revenue per AdJ Discharge $ 18,582 § 149874 $ 150687 34
$ 253876 $ 21,847 $ 22,287 Total Operating Expense per Ad) Dlscharge $ 24,881 $ 22,034 $ 22837 35

3
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Month of December

2016 2016 2015
Actual  Budaget Actual
23.9% 25.2% 20.3%
20.0% 20.3% 22.7%
22.8% 22.2% 22.5%
8.7% 4.8% 6.0%
26.6% 27.5% 28.5%
28.3% 27.9% 28.4%
13.5% 13.6% 12.3%
28.7% 23.9% 30.2%
8.5% 5.8% 5.2%
21.0% 28.8% 23.9%
2,528 2,641 2,427
6.69 6.49 6.86
102% 105% 106%
11,707 12,854 11,362
1,485 1,640 1,801

$ 9996 § 9490 $ 10,531
$ 1984 § 1800 § 2071
$ 3283 3 2825 § 3,140
$ 1421 $ 1,227 § 1,358
§ 643 § 494 § 570
$ 1218 $ 1,104 § 1,212
$78,792 §74377 $ 74,756
$15,640 $14,803 § 14,701
$25876 $22,141  § 22,287
§11,206 % 9615 § 9,641
$ 5069 § 3870 § 4,043
$ 9602 §$ 8656 § 8604
$ 272 $ 150 §$ 237
-13.0% -2.4% -5.8%
-8.2% 1.8% -1.3%

Regional One Health
(Excludes the Foundation)
Summary of Performance Indicators
Decomber 31, 2016

Payor Mix (% of Gross Patient Revenue) -Excluding UTROP

Six_Months Ending December 31

Commercial/Managed Care
Medicare

TennCare

Medicaid (Out of State)
Self-Pay/Other

Payor Mix (% of Gross Patlent Revenus) - UTROP

Commerclal/Managed Care
Medicare

TennCare

Medicaid (Out of State)
Self-Pay/Other

Productlvity Indicators

Paid FTEs (System)
Paid FTEs per AOB (System)
Productivity Index

Operational Indicators

Adjusted Patient Days
Adjusted Discharges

Gross Patient Revenue per Adj Pat Day
Net Patient Revenus per Adj Pat Day

Total Operating Exp per Adj Pat Day
Salaries,Wages,Benefits per Adjusted Pat Day
Supplies per Adjusted Pat Day

Other Expenses per Adjusted Pat Day

Gross Patient Revenue per Adj Discharge
Net Patient Revenue per Ad| Discharge

Total Operating Exp per Adj Discharge
Salaries,Wages,Benefits per Adj Discharge
Supplies per Adj Discharge

Other Expenses per Ad| Discharge

Overtime Expense Per FTE

Total Margin Percent
EBITDA Percent

Days of Net Patient Revenue In Net Patient A/R - ROH
Days of Net Patlent Revenue in Net Patient A/R - UTROP
Days Cash net of Board Designation

Current Ratlo

2016-17
Actyal
26.1%
18.4%
23.1%
7.4%
25.0%

26.6%
13.8%
29.1%

7.6%
22.9%

2,613
6.43
103%

71,926
8,982

$10,143
$ 2,073

$ 3,086
$ 1,330
$ 561
$ 1,195

$81,135
$18,582

$24,681
$10,639
$ 4,484
$ 9,558

$ 1,672

4.2%
0.3%

81.6
826
11.6

1.5

201617

Budget
25.2%
20.3%
22.2%
4.8%
27.5%

27.9%
13.6%
23.9%

5.8%
28.8%

2,635
6.44
105%

76,191
9,732

§ 9,748
$ 1,843

$ 2,848
$ 1228
§ 492
$ 1129

$76,297
$15.214

$22,209
$ 9,613
$ 3,851
$ 8,835

$ 904

-1.3%
3.1%

2015-16

24.7%
20.1%
20.4%

54%
29.4%

28.6%
13.0%
27.8%

5.2%
25.4%

2,499
6.49
105%

71,619
9,517

$10,134
$ 2,002

$ 3,035
$ 1,320
$ 536
$ 1,180

$76,262
$15,087

$22,837
$ 9934
$ 4,024
§ 8879

§ 1639

4.0%
0.3%

78.8
136.4
14.0
15
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Reglonal One Health
{Excludes the Foundation)
Balance Sheet
December 31, 2018
($ In Thousands)

December November June December
Agsets 2018 e 2018 2018

Current Assets:
1 Cash and Cash Equivalents 8527 § 16813 3 17370 § 18932
2 Less Board Designation of Funds for Self-insurance {4,228) (4,228) (4,226) (6,830)
3 Less Board Deslgnation of Funds for Capltal Needs {06,6888) (98,888) (88,888) (99,193)
4  Less Board Designation of Funds Available For NMTC (5,371) (5.371) (6,371) (5,371)
5 Investments, market value 113,007 126,400 §9,308 110,945
6 Cash and Investments, net of Board Designated 13,339 21,728 8,391 15,883
7 Patient Accounts Recelvable-Excluding UTROP 242,850 274,338 227,403 279,508
8 Less Allowances for Contractual & Uncompensated Care-Excluding UTROP {186,198) (212,643) (171,288) (224,7889)
] Patient Accounts Recelvable, net-Excluding UTROP 68,664 61,396 56,114 654,809
10 Patient Accounts Raceivable-UTROP 23,787 25,344 28721 20,350
11 Less Allowances for Contractual & Uncompensated Care-UTROP (16,117) (17,607) (21,580) (21,334)
12  Patient Accounts Recelvable, net-UTROP 7,870 7,737 7,164 8,028
13 Accounts Receivable from UT/UTMG, net 2,078 2,544 1,408 3,080
14 Other Accounts Recalvable 13,882 8,223 13,570 25,715
15 Due from Affiliates 5 . - .
1§ Inventories 3,834 3712 3,383 3,808
16 Prepaid Expenses 4,468 4320 3050 4,291
17  Total Current Assets 102,858 107,657 93,188 118,690
18 Board Designation of Funds for Self-Insurance 4,226 4,228 4,228 6,830
19 Board Designation of Funds for Capital Needs 92,780 92,780 52,789 92,769
20 Board Designatlon of Funds for Capital Needs Obligated 5,889 5,808 5,800 8,404
21 Board Designation of Funds Available For NMTC 6,371 5,371 6,371 8,371
22 Deferred Financing Fees 730 758 840 939
23 Notes Receivable 18,588 18,787 19,288 18,222
24 Investment in Jolnt Ventures 13,561 13,381 12,881 11,000
25 Property, Plant and Equipment, net 83,885 84,772 80,989 94,830
26  Total Assets $ 327943 § 333841  $326568 § 362776

Llabilities & Fund Balance

Current Liabilities:
27 Accounts Payable $ 9805 § 10883 § 12242 § 10,081
28 Accrued Expenses 12,048 8,838 18,000 20,439
29 Compensated Absences 8,480 6,883 8,817 7,062
30 Deferred Revenue 22,104 27,000 248 24,342
31 Estimated Third Party Payor Settlements 15,877 15,008 17,824 15918
32  Total Current Liabilities 88,123 69,498 57,031 78,742
33 Notes Payable, net of current maturities 26,650 28,550 26,550 26,550
34 Other Long-term Liabilities 860 880 080 750
35 Reserve for Self-Insured Losses 4,480 4,440 4,228 8,538
38  Total Liabilitles 100,123 101,403 80,767 112,578

Fund Balance:
37 Revenue over (under) Expenses, Current Year (8,081) (4,563) (11,746) (8,353)
38 Unrestricted Fund Balance 238,801 236,801 248,550 248,550
39  Total Liabilities & Fund Balance $ 327,943 $ 333841 $326568 § 362,775
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Regional One Health
(Excludes the Foundation)
Statement of Cash Flow
December 31, 2016
($ In Thousands)

Month Year To Date

1 Net Income/(loss) $ (44249) % (8,981)
Adjustments to reconclie net income to net cash

2 Depreciation and leasehold improvement amortization $ 1,582 9,480
3 Asset Impairment = o

Changes In operating assets and liabilitles:

4 Decrease/(Increase) in patient accounts receivable - Net 4,807 (1,049)
5 Decrease/(increase) in other accounts receivable (7,860) (312)
6 Decreasel/(Increase) in net due from third-party payors (229) (1,947)
7 Decrease/(Increase) in accounts recelvable-UT (501) (1,480)
8 Decrease/(Increase) In inventories (122) (451)
9 Decrease/(Increase) in prepaid other current assets (160) (1,338)
10 (Decrease)/Increase in accounts payable (827) (2,343)
11 (Decrease)/Increase In accrued expenses 5212 (5,376)
12 (Decrease)/Increase [n accrued salaries and related benefits (374) (428)
13 (Decrease)/Increase in deferred revenue (4,896) 21,856
14 Net cash provided by operating activitles (4,749) 7,133

Investing actlvities

15 Acquisitions of property, building and equipment (694) (2,376)
18 Decrease/(Increase) in notes receivable - -

17 Decrease/(Increase) In subsidiary investment (200) (600)
18 Changes in assets whose use Is limited 97 291
19 Net cash used In investing activities (798) (2,684)

Financing activitias
20 Additional borrowings - -
21 Payments on long term notes and leases - -
22 Payments on bonds - £

23 Net cash (used in) financing activities - -

24 Net (decrease)/increase cash and cash equivalents (8,389) 4,948
25 Cash and cash equivalents beginning of period 130,012 116,676
28 Cash and cash equivalents end of period $ 121,624 $ 121,624
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PBoard for Licensing W@mm:u Care Ffacilities

State of & ﬂ@ TWennessee

— 0000000104

No. of Beds nas7

DEPART _<_m7_._. O.n HEALTH
%%&‘Q\% Hat o boomse i Koteby pranted by te Sts Dsartment of Kol to

BAPTIST MEMORIAL HOSPITAL - o b condiect and mainkein @
Hopplal BAPTISTMEMORIALHOSPITAL
Gocated af 6018 WALNUT GROVE ROAD, MEMPHIS o
§@\ _ SHELBY o enneseee.
% g 240lf aqpie SEPTEMBER_ 01 2017 and ia k%%\

b U peosivions of Clopton 1, Fonnessce Cocs Hnnotuted. %?&ih&i&é
and slall b sulffoct bo torccation of any bime by He Flate Dhartmont of Heallh] fov foilino to complly wilk o
bl of te Slots of Gennssico b o vulbs and regulotions of te Shote Dihartment of Henltl woced toreundse.
T Witness Wloreof, wo hove horeurts. sef oun bond and seal of te St th 16TH dog of  AUGUST _ , _ 2016_ .

I o Dstinct g\\&\ o PEDIATRIC GEMERAL HOBPITAL

NH..\-Q\VM.L\Q\WE\' MPH

DIRECTOR, DIVISION OF HEALTH CARE _nbn__._.-.-mm

PRa’e) ov\x

R

OMMISSIONER
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P The Joint Commission

‘Augusl 27.2014,

Zach Chandler Joint Commission D #: 7869

CEO Program: |lospital Accreditation

Baptist Memorial Hospital - Memphis Accreditation Activity: 60-day Gvidence of
6019 Walnut Grove Road Standards Compliance

Memphis. TN 38120 Accreditation Activity Completed: 08:27/2014

Dear Mr. Chandler:

The Joint Commission would like 10 thank your organization for participating in the accreditation process. This
process is designed to help your organization continuously provide safe, high-quality care, treatment, and scrvices
by identilying opportunities for improveiment in your processes and helping you follow through on and
implement these improvements. We encourage you to use the accredilation process as a continuous standards

compliance and operational improvement tool.
The Joint Commission is granting your organization an accreditation decision of Accredited for all services
surveyed under the applicable manual(s) noted below:

’ rehensive Accreditati | for Hospital
This accreditation cyele is effective beginning June 07, 2014, | he Jaint Commission reserves the right w shorten
or lengthen the duration of the cycle; however. the certificale and ¢y cle are customarily valid for up to 36 months.

Please visit Quality Check  on The Joint Commission web site for updated information related to your
accreditation decision,

We encourage you to share this accreditation decision with yoor organization's appropriate staff, leadership. and
poverning body. You may also want to inform the Centers for Medicare and Medicaid Services (CMS), state or
regional regulatory services. and the public you serve of your organization’s accreditation decision,

Please be assured that The Joint Commission will keep the report confidential. except as required by law. To
ensure that The Joint Commission’s information about your organivation is always accurate and current, our
policy requires that you inform us of any changes in the name or ownership of your organization or the health
care services you provide.

Sincerely.

):/}ﬂw”/’

Mark G.Pelletier, RN, M$
Chief Operating Officer

Division of Acereditation and Certification Operations
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The Joine Commlssion
O Quality Check'

Quaiily Report

n

/
‘\'o Pomee

Baptist Memorial Hospital - Memphis

HCO ID: 7869

6018 Walnut Grove Road
Memphis, TN, 38120
(901) 226-5000

Summary of Quality Information

Actreditation Programs

Accreditation Effective Last Full Survey Last On-Site
Decision Date Date Survey Date
Accredit 6/7/2014 6/6/2014 8/6/2014

Advanced Cartification Programs

&) Primary Stroke Certification Effective Last Full Survey Last On-Site
Center Decision Date Date Survey Date
Certification 10/27/2015 10/26/2015 10/26/2015
f/:‘, Ventricular Assist Certification Effective Last Full Survey Last On-Site
" Device Decision Date Date Survey Date
Certification 6/3/2015 6/2/2015 6/2/12015

© 2018 The Joint Commissian, All Rights Reserved.
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The Jolnt Commissio
O Quatity Check

Baptist Memorial Hospital
DBA: Baptist Memorial Hospital -
Memphis Campus

6019 Walnut Grove Road
Memphis, TN, 38120

Available Services

Brachytherapy (Imaging/Diagnostic

Services )

Cardiac Catheterization Lab

(Surgical Services )

Cardiac Surgery (Surgical Services

)

o Cardiothoracic Surgery (Surgical

Services )

Cardiovascular Unit (Inpatient )

Coronary Care Unit (Inpatient )

CT Scanner (Imaging/Diagnostic

Services )

= Dialysis Unit {Inpatient )

e Ear/Nose/Throat Surgery (Surgical
Services )

¢ EEG/EKG/EMG Lab
(Imaging/Diagnostic Services )

e Gastroenterology (Surgical Services
)

e Gi or Endoscopy Lab
(imaging/Diagnostic Services )

¢ Gynecological Surgery (Surgical
Services )

» Hematology/Oncology Unit (Inpatient

)

Inpatient Unit (Inpatient )

Interventional Radiology

(Imaging/Diagnostic Services )

« Magnetic Resonance Imaging
(Imaging/Diagnostic Services )

* Medical /Surgical Unit (Inpatient )

» Medical ICU (Intensive Care Unit )

¢ Neuro/Spine ICU (Intensive Care Unit
)

* Neuro/Spine Unit (Inpatient )

e Neurosurgery (Surgical Services )

* Nuclear Medicine
(Imaging/Diagnostic Services )

¢ Ophthalmology (Surgical Services )

Orthopedic Surgery (Surgical

Services )

» Orthopedic/Spine Unit (Inpatient )

Outpatient Clinics (Outpatient )

Plastic Surgery (Surgical Services )

Paositron Emission Tomography (PET)

L]

© 2018 The Joint Commission, All Rights Reserved.
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Quality Check’

Baptist Memorial Hospital -
Collierville Campus

DBA: Baptist Memorial Hospital -
Collierville Campus

1500 West Poplar

Calliervilie, TN, 36017

(Imaging/Diagnostic Services )

¢ Post Anesthesia Care Unit (PACU)
{Inpatient }

» Radiation Oncology
(Imaging/Diagnostic Services )

e Surgical ICU (Intensive Care Unit )

e Surgical Unit (Inpatient )

¢ Thoracic Surgery (Surgicai Services
)

o Transplant Surgery {Surgical
Services )

¢ Ultrasound (Imaging/Diagnostic
Services )

» Urology (Surgical Services )

» Vascular Surgery (Surgical
Services )

Certification Programs

e Primary Stroke Center
e Ventricuiar Assist Device

Available Services

« CT Scanner (Imaging/Diagnostlic
Services )

» Ear/Nose/Throat Surgery (Surgical
Services )

e EEG/EKG/EMG Lab
(Imaging/Diagnostic Services )

e Gastroenterology (Surgical Services
)

e Gl or Endoscopy l.ab
(imaging/Diagnostic Services )

e Gynscological Surgery (Surgical
Services )

e [npatient Unit (Inpatient )

¢ Interventional Radiclogy (Outpatient
)

e Magnelic Resonance Imaging
{(Imaging/Diagnostic Services )

o Medical /Surgical Unit (Inpatient

e Medical ICU (Intensive Care Unit )

» Neurosurgery (Surgical Services )

e Nuclear Medicine
(Imaging/Diagnostic Services }

© 2016 The Joint Commission, All Rights Reserved.
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Quality Check

Baptist Memorial Hosptial
DBA: Baptist Memorial Hosptial -
Wemen's Campus

6225 Humphreys Bivd.
Memphis, TN, 38120

e Ophthalmology (Surgical Services )

& Orthopedic Surgery (Surgical
Services )

¢ Plastic Surgery (Surgical Services )

= Sleep Laboratory {Sleep Laboratory
)

& Surgical ICU (Intensive Care Unit )

» Thoracic Surgery (Surgicail Services
)

= Ultrasound (Imaging/Diagnostic
Services )

» Urology (Surgical Services )

* Vascular Surgery (Surgical
Services )

Available Services

» CT Scanner {Imaging/Diagnostic
Services )

» Ear/Nose/Throat Surgery (Surgical
Services )

s EEGEKGEMG Lab

(Imaging/Diagnostic Services )

Gynecolagical Surgery (Surgical

Services )

s Gynecology (Inpatient )

e |npatient Unit (Inpatient )

e |abor & Delivery {Inpatient )

« Magnetic Resonance Imaging
{(imaging/Diagnostic Services )

e Madical ICU (Intensive Care Unit }

o Normal Newbormn Nursery (Inpatient
)

= Ophthalmology (Surgical Services )

e Orthopedic Surgery {Surgical
Services )

» Outpatient Clinics (Ouipatient )

o Pediatric Unit (Inpatient )

¢ Post Anesthesia Care Unit (PACU)
(Inpatlent )

e Surgical ICU (Intensive Care Unit )

¢ Ultrasound (Imaging/Diagnostic
Services )

* Urology (Surgical Services )

@ 2016 The Joint Commission, All Rights Reserved.
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Baptist Rehab
440 Powell Road
Collierville, TN, 38017

Baptist Women's Health
Ceanter

50 Humphreys Boulevard, Suite 23
Memphis, TN, 38120

Gl Specialists

DBA: Gl Specialists

80 Humphreys Center Dr. #200
Memphis, TN, 38120

OrthoStat
6286 Briarcrest Avenue
Memphis, TN, 38120

Stern Cardiovascular Clinic
Outpatient Diagnostics
8060 Wolf River Boulevard
Germantown, TN, 38138

Available Services

» Qutpatlent Clinics {Outpatient )

Available Services

o Outpatient Clinics (Outpatient )

Available Services

* Administration of High Risk
Medications (Outpatient )

e Anesthesia (Outpatient )

® Perform Invasive Procedure
(Outpatient )

* Single Specialty Praclitioner
(Outpatient )

Available Services

o Urgent Care (Outpatient )

Available Services

o Administration of High Risk
Medications (Outpatient )

Other Clinics/Practices l.ocated
at This Site:

« None

Other Clinics/Practices Located
at This Site:

¢ MRI Suite Oniy

« Quipatient Clinics (Oulpatient )

© 2016 The Joint Commission, All Rights Reserved.
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Special QualitylAwards

Due to our commitment to accurate data reporting, The Joint Commissien is suspending the practice of

up

dating Special Quality Awards until

further notice

¢ 2015 ACS National Surgical Quality Improvement Program
¢ 2015 Metabolic and Bariatric Surgery Accreditation and Quality Improvement Program
» 2010 Silver - The Medal of Honor for Organ Donation

Organization Commentary

Mr. Randy King, CEO Baptist memphis

Baptist Memorial Hospital-Memphis is part of the Baptist Memorial Health Care system based in Memphis, Tenn.
Baptist is committed to providing the highest quality care for patients and achieving the best outcomes for them.
Baptist Memphis strives to continuously advance the care and services we provide by benchmarking our
performance against other health care organizations and reviewing and implemenling national best practices. By
participating in the Joint Commission on Accreditation of Health Care Organization's accraditation process, we
can benchmark against other hospitals committed to excellence and remain progressive in providing the care that
our community expects and deserves. Through this process, our administration, physicians and clinical staff
work collaboratively to create and sustain a shared vision for excellence in clinical cuicomes, patient safety and
customer satisfaction. Upon thorough review of the measures adopted by JCAHO, the physicians and allied
health care professionals at Baptist pledged themselves to full participation in the reporting program. This work
was undertaken to further Baplist's mission of providing the highest quality care and to continue our partnership
with the communities we serve. Our process, communication and educational innovations have produced striking
and gratifying improvements in this program. Baptist is committed to providing reliable information about our
services, We are proud of the rapid progress we have made since initiating this specific effort, and we look
forward to publishing our future results.

Cooperalive Aarecments

Hospital - Accredited by American College of Suraeons-Commission on Cancer (AC0S-COC)

Nalional Patient Salely Goals and Nalional Quality Improvement Goals Show Keys +
r o i -

© 2018 The Jolnt Commission, All Rights Resarved.
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Symbol Kay

This organlzation achieved the bast possible results

This organization's performance is above the larget range/value
This organization's performance is simitar to the target range/value
This organization's performance is below the target range/value

This measure is not applicable for this organization

®00Q@®0

Not displayed

Measures Footnote Key

. The msasure or measure set was not reported.

. The measure set does not have an overall result.

The number |s not enough for comparison purposes.

The measure meets the Privacy Disclosure Threshold rule.

The organization scored above 90% but was balow most other organizations.

The measure results are not statistically valid.

The measure results are based on a sample of patients.

The number of months with measure data is below the reporting requirement.

The measure results are temporarily suppressed pending resubmisslion of updated data.
Test Measure: a measure being evaluated for reliability of the individual data elements or awailing National
Quallty Farum Endorsement.

SCO®ND O A WN

PN

Py
[N

. There were no eligibie patients that met the denominator criteria.

The Jaint Commission only reports measures endorsed by the National Quality Forum.
* This information can also be viewed at Hospital Compare.

b Indicates per 1000 hours of patient care.
“** The measure was not In effect for this quanter.
---- Null value or data not displayed.

© 2016 The Joint Commission, All Rights Resarved.
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Hospital 014 Nation ti Nationwide
Safety Goals Comparison: @)

Reporting Period: April 2015 - March 2016

National Quality Improvement Goals:

Im ion National Comparison:
@ 2

Perinatal Care National Comparison:

@2

Stroke Care National Comparison:
@ 2

Yeanous National Comparison:

Thromboembolism (VTE) @@ 2

New Changes to Quarterly Measure

3. Download Quarterly Measure Results

The Joint Commission only reports measures endorsed by the National Quality Forum.
* State results are not calculated for the National Patient Safety Goals.

© 2016 The Joint Commission, All Rights Reserved.

Statewide

Comparison:

Statewide

Comparison:

Statewide

Comparison:

Statewide

Comparison:

Statewide

Comparison:

®@

@2

@2
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STATZ OF TENNESSEE

DEPARTMENT OF HEALTH
WEST TENNESSEE FEALTH CAAE FACILMIES
737-B AAWAYS BOULEVARD
JACKSON, TENNESSEE 38331:3203

October 25, 2007

Mr. Yason Litlle, Administrator
Baptist Memorial Hospital
6019 Walnut Grove Road
Memphis, TN 38120

Dear Mr. Little:

Enclosed is the Statement of Deficiencies, which was developed as a result of the full survey after a
complaint, completed at your facility on Qctober 18, 2007,

You are requested to submit a Credible Allegaton of Compliance within ten (10) days after date
of this letter with acceptable time frames for cotrection of the cited deficiencies. Comective action
must be achieved no later than forty-five (45) days fom the date of the survey. Please notify this
office when these deficiencies are comected. A revisit must be coaducted prior to the forty-fitth

(45th) day to verify compliance. Once eorrective action is confirmed, a favorable recommendstion
for re-centification will be considered.

The following Conditions of Participation have been found to be out of compliance:
A385 482.13 Nursing Services

Also, the following eight (8) standard level deficlencies cited for noncompliance: A166, A168,
A175, A395, A396, Ad59, A468, and A630,

Based on noncoraplience with the aforementonsd Conditions of Participation, this office is
recommending to the CMS Regional Office and/or Sate Medicald Agency that your provider
agreement be termineted effective January 18, 2008, which is ninety (90) days from the date of the
survey, Please be advised that under the disclosure of survey information provisions, the Statement
of Deficiencies will be available to the public,

Your plan of correction must contain the fllowing:

¢ How the deficiency svill be comected;

o How the facility wili prevent the sume deficiency from recurring,
¢+ The date the deficiency will be corrected;

» How ongoing compliance will be moritored.

84

10
18 FWd NIWCY OSN 1 5085922135 E1:90 legz/eT/TN
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If there ace say delays ia completing your Plan of Corsestion, pleese notify this office in writing. U &
Befors the pan cin be considened “acceptable,’’ jt must be signed and dated by the
administrator.
Should you have guustions or if there iy any wey this office may be of zssistinow, please do ot . e
hesitate to call 731-421-5113.
S
Sinsers! /--/
= oy
- - el —
Calia Skelley, SR, S
Fiblie Health Nurse Consultant 2
CTW
Enclogure
85
102 ZZIg  SUIST LOmAITY
728wl NIVGY 25N 58859221 Y
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PRINTED: 12/22/2004
DEPARTMENT OF HEALTH AND HUMAN SERVICES A4 "553‘2%!5?
CENTERS FOR MEDICARE & MEDICAID SERVICES ~  ~™ ™ i
sn;irstqsu'r OF {X1) PROVIDER/SUPPLIER/ICLA | {X2) MULTIPLE CONSTRUGTION {X3) DATE
D £
ELCRICES IDSNTIFICATION NUMBER | A BUILDING SURVES
AND PLAN OF CORRECTION s .
18 SANGE.__ O — COMPLETZD ~ |-~
440048 ! ¢
S R B T Bl21i07
NAME OF PROVIDER OR SUPPLIER i STREET ADORESS, CITY, STATE, ZIP CODE
BAPTIST MEMORIAL HOSPITAL . 8018 WALNUT GROVE ROAD
e e | tEnPHIS, TH 38120
(k410 SUMMARY STATEMENT OF DEFICIENCEES | 1D PROVIDER'S PLAN OF CORRECTION *3)
PREFIX {EACH DEFICIENGY MUST BE PRECEEDED PREFIX (EACH CORRECTIVE ACTION SHOULD BE COMPLETION
BY FULL REGULATORY QR LSC TAG CROSS-REFERENCED TO) THE APPROPRIATE DATE
TAG IDENTIFYING (MFORMATION) CEFICIENEY)
S| 17 — ¥ 1Y) - (=" &
AD4A3 | 40212 GOVERNING BODY A 043
The hospilal musl have an effective
governing bady legally responsible for the
canduct of the haspita’ as an institution. |f
a hospital does not have an organized
goveming tody, the parsons legally
responsible for the conduct of the hospital
must carry oul the funstions specifed In
(his part \hat pertain to the goveming
body.
This CONDITION is nol mel as evidenced [ Tha BMAH CEQ immediately nolified he BMH 8207
by: Based on raviaw of standards of Memphis markel leader (senlor
practice, manufacture’’s guidefines. managemen) of the Immediale Jecpardy
goveming body meeling minutes, medical citation.
racord review and Intervlew, It was
determined the goverring body failed to The Baptist Memorial Hospital-Memphis QOngolng
assume responsibiflly (or the conduct of all Nursing Officer, wilh 1he support of the
hospital personnel and ensure aach Direclor of Performance improvement wil
patient received the highaal quallly of care have ovesall responsibility lor ensuring the
consistent with acceplable standards of flan of correction.
| practica in order la provent patiant injury.
The findings Included: |
1. The goveming body failed to ensure he | AO43 1. The Goveming Body Bylaws Arlicle 3 Ongoing
hospital provided surgical servicas In | 482 12 states;
accordanco with acceplzble standards of *The Board Is respansible for maintelning and
practice. evaluating the qualily of patlenl care and
Refer lo AD49 safety through the various medical staff and
ademinisirative mechanisms Including
identifying and rasoiving problems and
apportunities for improving patient care and
salely.”
Adicle 7D states:
*The Board shall request and review raporis
regarding the quallty of patient care
services '
The CEO wlill present monthly reporis ta the Ongalng
governing body that will update on' core Monihly
competancy evalualion of anesthesla siaff;
evidense of mandalory tzainig camplation
- e forunssihosia, suipsens, suaicalalid | L
LANORATORY DIRECTORS OR PROVIDERSUPPLIER REPRESENTATIVE'S SIGNATURE TTLE DATE
86
103
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STATEMENT OF DEFIGIENCIES | (X1) PROVIDERUSUPPLIER'CLIA | {X2) MULTPLE GONSTRUCTION {X3) DATE SURVEY
ANU PLAN OF CORRECTION IDENTIFICATION NUMBER: | A, BUILDING BAPTIST MEMORIAL GOMPLETED
HOSPITAL c
440048 f._YViNG ''''' b e 8121107
NAME OF PROVIDER OR SUPPLIER STREET ADORESS, CITY, STATE, ZIP CQOE
BAPTIST MEMORIAL HOSPITAL 8019 WalnA Grove Road
| heminhs THIASID i
(x4)10 SUMMARY STATEMENT OF DEFICIENCIES [ ) FROVIDER'S PLAN OF CORRECTION (%3)
PREFIX (EACH OEFICIENCY MUST BE PRSCEEOED BY PREFIX {EACH CORREGTIVE ACTION SHOULD 88 CROSS- | COMPLETION
FULL REGULATORY OR LSC INENTIFYING TAG FEREMCED Y0 THE APPROPR EFICIENCY] A
e oot | ) | REFERENCED TO THE PPRO IATE DEFICIEN N | o TE
i | hoaith profasslnnals, and hospltal parsonnel
. . e } wilso assiztwlth Invasivo procadu-os L
87
TFORM CH5.2967 (22-98)] Pravious Vorscns Obsaints _ Evmt 10} 10XL1 110 acly 10: TNPA3 1104 ] T
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AND PLAN OF CORRECTION |

STATEMENT OF NEFICIENCIES l X4} PROVIDER'SUFPLIER'CLIA | (X2} MULTIPLE CONBTRUCTION {X3) DATE SURVEY
DENTIFICATION NUMBER: | A.BUILOING  BAPTIST MEMORIAL CCMPLETED
| HDSPITAL
c
B.WING sy
430043 ’ == 821107

NAME OF PROVIDER OR SUPPLIER

BAPTIST MEMORIAL HOSPITAL

(x4} 1D
PREFIX
L.

STREET ADCRESS, CITY, STATE, ZIF CODE

6019 Walnut Grove Raad
Llemzhls, TN 26130

SUMMARY STATEMENT OF DEFICIENCIES

{EACH DEFITIENCY MUST BE PRECEEDED BY

FULL REGULAIORY UR LSC IDENTIFYING
NFORMATION)

L]
PREFIX
TAG

PROVIDER'S PLAN OF CORRECTION

{EACH CORAECTIVE ACTION SHOULD BE CROSS-
REFERTHNCED TO THE AFPROPRIATE [EF LENCY)

(X5

COMPLETION
DATE

2. The goveming body falled to ansure
surgeons and aneslhaslologists ware
accountable to the goveming body and
recelvad ihe appropriate taining to
prevent patient Injurles.

Refer to A D940 and A 1000

A3
482,12

AD43

AQ4d

88

Parfarmanze Improvemsnt

Inltally @ 90-day focused review via direct
observation on 30% of cases will ba
performed by OR staff, Following focused
reviaw, required elements will be monitared
maonthly and reported quarterly through
Qperalive Invasive Committee and
Porformanca improvement Committes,
These committoe reports will be reparted
quarterly by the CEO lo Ihe goveming board.
The CEO will also in his monthly writlon
report to the board provide any updates to the
quatity monitors. Policles and procedures
{attachments 0 - K, L and M) have been
amondaed ln accordance with AQRN, ACOS,
ASA and COC recommendatlons, These
changas 1o policy and practice will be
reportod to the board In the monthly board
repon on Saptamber 20, 2007

Anesthesla Educatlon

Mandatory education for all anasihesla
personnel on fire szfety and enesthesia
rasponsihliity for ihe safety and security of
paticnts in the operative setling has been
completed. Anesthesla parsonnel will not be
aliowed to work wilhoul documented
ovidenca of fralning.

Compliance of aducation will be reportad to
the govaming board on Septombar 20, 2007.
Contract Amendment

Tha cumrent anesthasia contract states tha
anesihesia group will "use currenlly accepted
methods and practice of medicing, adhere 1o
applicable standards of care, madical ethics,
policies and anesthesia protocals and comply
with the requirement and standard of
tdedicans, JCAHO and any other accrediting
agencios dasignated by tha hospltal, as well
as all applicable lavss, rulas and rogulations.”
The boand has approved ths currant contract
An exacuted amandmeni to the current
anesthesia conlract will be approved al the
next board maeling in Oclobar 2007, which
requires annual firg safety tralning for ali
anosthosla providers {sttachmant AF)

Surgeon Educallon
Surgeons cradentialed at Baptist Memorat
Hospital received education related ta OR fire

safety, patient rights and safe use of alcohot

To kagin
84,07

9/20/07

Comptelad
816107
100% Staff
Bducated

Complgtad
H20/07

Complelad
9/6107

Final Approval
1012007
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Emergency Department CPT and ESI Definitions
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Emergency department CPT codes - 99281, 99282, 99283

99281 Emergency department visit for the evaluation and management of a patient, which
requires these 3 key components: A problem focused history; A problem focused
examination; and Stralghtforward medical decision making. Counseling and/ar coordination
of care with other providers or agencies are provided conslistent with the nature of the
problem(s) and the patient's and/or famlly's needs. Usually, the presenting problem(s) are

self limited or minor,

99282 Emergency department visit for the evaluation and management of a patlent, which
requires these 3 key components: An expanded problem focused history; An expanded
problem focused examination; and Medical decislon making of law complexity. Counseling
and/or coordlnation of care with other providers or agencles are provided consistent with
the nature of the problem(s) and the patient's and/or family's needs. Usually, the

presenting problem(s) are of low to moderate severity.

99283 Emergency department vislt for the evaluation and management of a patlent, which
requires these 3 key components: An expanded problem focused history; An expanded
problem focused examinatlon; and Medical decision making of moderate camplexity.
Counseling and/or coordination of care with ather providers or agencles are pravided
consistent with the nature of the problem(s) and the patient's and/or family's needs.

Usually, the presenting problem(s) are of moderate severity,

99284 Emergency department visit for the evaluation and management of a patlent, which
requires these 3 key components: A detalled history; A detailed examination; and Medical
declslon making of moderate complexity. Counseling and/or coordination of care with other
providers or agencles are provided conslstent with the nature of the problem(s) and the
patlent's and/or family's needs. Usually, the presenting problem(s) are of high severity, and
require urgent evaluation by the physiclan but do not pose an Immediate significant threat

to life or physlologic function.

99285 Emergency department visit for the evaluation and management of a patlent, which
requires these 3 key components within the constraints imposed by the urgency of the

107
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patlent's clinical condition and/or menta! status: A comprehensive history; A comprehensive
examination; and Medical decision making of high complexity. Counseling and/or
coordination of care with other providers or agencles are provided consistent with the"‘
nature of the problem(s) and the patlent's and/or family's needs. Usually, the presenting
problem(s) are of high severity and pose an immediate significant threat to life or

vy v

physlologic function.

99288 Physiclan direction of emergency medical systems (EMS) emergency care, advanced

life support

109
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Emergency Severity Index, Conceptual, v4
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State of Tennessee

Health Services and Development Agency
Andrew Jackson, gt Floor, 502 Deaderick Street, Nashville, TN 37243
www.tn.gov/hsda Phone: 615-741-2364 Fax: 615-741-9884

February 1, 2017

Arthur Maples

Director of Regulatory Planning & Policy
Baptist Memorial Hospital

350 N. Humphreys Blvd

Memphis, TN 38120

RE:  Certificate of Need Application -- Baptist Memorial Hospital - CN1701-005

for the establishment a full service, 24 hour per day/7 day per week satellite emergency
department to be located at an unnamed street address near the intersection of Interstate 40
and Airline Road in Arlington (Shelby County), Tennessee 38002. The proposed facility
will be operated as a satellite emergency department of Baptist Memorial Hospital located
at 6019 Walnut Grove Road in Memphis (Shelby County) and will have 10 treatment
rooms and will provide emergency diagnostic and treatment services. The applicant is
owned by Baptist Memorial Health Care Corporation. The project will be developed,
operationalized and marketed through a joint operating agreement between Baptist
Memorial Hospital and Regional One Health. The estimated project cost is $9,993,779.

Dear Mr. Maples:

This is to acknowledge the receipt of supplemental information to your application for a
Certificate of Need. Please be advised that your application is now considered to be complete by
this office.

Your application is being forwarded to Trent Sansing at the Tennessee Department of Health for
Certificate of Need review by the Division of Policy, Planning and Assessment. You may be
contacted by Mr. Sansing or someone from his office for additional clarification while the
application is under review by the Department. Mr. Sansing’s contact information is
Trent.Sansing@tn.gov or 615-253-4702.

In accordance with Tennessee Code Annotated, §68-11-1607, et seq., as amended by Public
Chapter 780, the 60-day review cycle for this project will begin on February 1, 2017. The first 60
days of the cycle are assigned to the Department of Health, during which time a public hearing
may be held on your application. You will be contacted by a representative from this Agency to
establish the date, time and place of the hearing should one be requested. At the end of the 60-day
period, a written report from the Department of Health or its representative will be forwarded to
this office for Agency review. You will receive a copy of their findings. The Health Services and
Development Agency will review your application on April 26, 2017.



Mr. Maples

February 1, 2017
Page 2

Any communication regarding projects under consideration by the Health Services and
Development Agency shall be in accordance with T.C.A. § 68-11-1607(d):

(1)  No communications are permitted with the members of the agency once the Letter of
Intent initiating the application process is filed with the agency. Communications
between agency members and agency staff shall not be prohibited. Any
communication received by an agency member from a person unrelated to the
applicant or party opposing the application shall be reported to the Executive Director
and a written summary of such communication shall be made part of the certificate of
need file.

(2) All communications between the contact person or legal counsel for the applicant and
the Executive Director or agency staff after an application is deemed complete and
placed in the review cycle are prohibited unless submitted in writing or confirmed in
writing and made part of the certificate of need application file. Communications for
the purposes of clarification of facts and issues that may arise after an application has
been deemed complete and initiated by the Executive Director or agency staff are not
prohibited.

Should you have questions or require additional information, please contact me.
Sincerely,

NN ESIR EE S

Melanie M. Hill
Executive Director

cc: Trent Sansing, TDH/Health Statistics, PPA



State of Tennessee

Health Services and Development Agency
Andrew Jackson, gt Floor, 502 Deaderick Street, Nashville, TN 37243
www.tn.gov/hsda Phone: 615-741-2364 Fax: 615-741-9884

MEMORANDUM

TO: Trent Sansing, CON Director
Office of Policy, Planning and Assessment
Division of Health Statistics
Andrew Johnson Tower, 2nd Floor
710 James Robertson Parkway
Nashville, Tennessee 37243

FROM: Melanie M. Hill
Executive Director

DATE: February 1, 2017

RE: Certificate of Need Application

Baptist Memorial Hospital - CN1701-005

Please find enclosed an application for a Certificate of Need for the above-referenced project.

This application has undergone initial review by this office and has been deemed complete. It is
being forwarded to your agency for a sixty (60) day review period to begin on February 1, 2017
and end on April 1, 2017.

Should there be any questions regarding this application or the review cycle, please contact this
office.

Enclosure

cc:  Arthur Maples






State of Tennessee

Health Services and Development Agency

Andrew Jackson Building, 9" Floor

502 Deaderick Street

Nashville, TN 37243

www.tn.gov/hsda  Phone: 615-741-2364 Fax: 615-741-9884

JAN 2017 ni0:43

LETTER OF INTENT

The Publication of Intent is to be published in the Commerical Appeal which is a newspaper
(Name of Newspaper)
of general circulation in _Shelby and other counties in _ , Tennessee, on or before January 20 , 2017,
(County) (Month / day) (Year)
for one day.

This is to provide official notice to the Health Services and Development Agency and all interested parties, in
ahccordance with T.C.A. § 68-11-1601 et seq., and the Rules of the Health Services and Development Agency,
that:

Baptist Memorial Hospital Hospital
(Name of Applicant) (Facility Type-Existing)
owned by: _itself with an ownership type of_Corporation
and to be managed by: _itself intends to file an application for a Certificate of Need

for: construction and establishment of a satellite Emergency Department to be operated under the license of
Baptist Memorial Hospital. The proposed new facility will have 10 treatment rooms and will include various
supportive service such as CT, X-Ray and ultra-sound. Baptist Memorial Hospital is located at 6019 Walnut
Grove Road, Memphis, Shelby County, Tennessee 38120. The building containing the proposed satellite
emergency facility and other community-based health services will be located North of the intersection of
Interstate 40 and Airline Road on the east side, in Arlington, TN, 38002. This project does not involve
additional inpatient beds, major medical services or initiation of new services for which a certificate of need is
required. The total project cost for purposes of the certificate of need application is estimated at $10,028,678

The anticipated date of filing the application is: January 25 .20 17
The contact person for this project is_Arthur Maples Director Regulatory Planning & Policy
(Contact Name) (Title)
who may be reached at; Baptist Memorial Health Care Corporation 350 N. Humphreys Blvd
(Company Name) (Address)
Memphis TN 38120 901-227-4137
(Ctty) (State) (Zip Code) (Area Code / Phone Number)
' W, 7 Arthur.Maples@bmbhcc.org
ignature) (Dat (E-mail Address)

T Tl T i T M e e e e e e e e T T e e T T T W T e e e
The Letter of Intent must be filed in triplicate and received between the first and the tenth day of the month. If the
last day for filing is a Saturday, Sunday or State Holiday, filing must occur on the preceding business day. File
this form at the following address:
Health Services and Development Agency
Andrew Jackson Building, 9" Floor
502 Deaderick Street,
Nashville, Tennessee 37243

e publiched Totter of intent must contam (he Tolowing stalement PursUNL 10 T.C-A. § 68-T1-1807(C)(1). (A) Any heakh care nsttution wishing to
oppose a Certificate of Need application must file a written notice with the Health Services and Development Agency no later than fifteen (15) days
before the regularly scheduled Health Services and Development Agency meeting at which the application is originally scheduled; and (B) Any
other person wishing to oppose the application must file written objection with the Health Services and Development Agency at or prior to the
consideration of the application by the Agency.

HF51 (Revised 01/09/2013 — all forms prior to this date are obsolete
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SUPPLEMENTAL #1

BUTLER|SNOW Jaauary 30, 2017
3:16 pm
w

JAN

January 30, 2017

VIA HAND DELIVERY

Phillip Earhart

HSD Examiner

Health Services and Development Agency
Andrew Jackson Building, 9" Floor

502 Deaderick Street

Nashville, TN 37243

RE:  Baptist Memorial Hospital (Satellite Emergency Department in Arlington)

Dear Mr. Earhart:

Please find enclosed, in triplicate, responses to your letter dated January 27, 2017. We are
also enclosing three (3) copies of a replacement page 24, the original of which contained a
typographical error.

Thank you for your attention to the enclosed.

Very truly yours,

BUTLER SNOW LLP

clw
Enclosures
cc:  Arthur Maples

The Pinnacle at Symphony Place DanN H. ELrOD T615.651.6700
150 3rd Avenne South, Suite 1600 615.651.6702 F615.651.6701
Nashville, TN 37201 dan.elrod@butlersnow.com www. butlersnow.com
35116884v1

BuTtLeEr SNow LLP
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SUPPngMENTAL #1
January, 30, 2017

3:16 p?"lg
AFFIDAVIT &
e —, [ o
=3
STATE OF TENNESSEE
COUNTY OF _{) zerlio
NAME OF FACILITY: Ze/{u/- WMewesr)) /o (,,,,4{ / Lot /v Speen e

r'h /4//,;1)'4,,)

I, Bn H Elrsd , after first being duly sworn, state under oath that | am the
applicant named in this Certificate of Need application or the lawful agent thereof, that |
have reviewed all of the supplemental information submitted herewith, and that it is true,

accurate, and complete.

Slg tur |tle

T~
Sworn to and subscribed before me, a Notary Public, this the 2 day ofa%‘um, 20/7
witness my hand at office in the County of @M @m_ , State of TenLessee.

RY PUBLIC

My commission expires 0'7// D@/Z&@ ,

N \\\“lu“””
HF-0043 NS& 1,

.....
......

Revised 7/02
OF

Z

’?.

Z
5
=

PE
NOTARY .: s
$

o

S\l

ON OB
LI



SUPPLEMENTAL #1

January 30, 2017
3:16 pm

SUPPLEMENTAL RESPONSES

SATELLITE EMERGENCY DEPARTMENT
IN ARLINGTON

BAPTIST MEMORIAL HOSPITAL

CN1701-005




SUPPLEMENTAL #1
January 30, 2017
3:16 pm

1. Section A., Applicant Profile, Item 1

Please provide a web-site address for Baptist Memorial Hospital (Walnut Grove).

Resgonse H

The corporate website includes a menu of facilities. The
corporate website address is BaptistOnline.org. On the first
page please select Locations, then Baptist Memorial Hospital
Memphis, and that link is baptistonline.org/memphis/

A replacement page 2 follows.



[ )
SURPLEMENTAL #1
Jafiuary 30, 2017

State of Tennessee 3:16 pm
Health Services and Development Agency i
Andrew Jackson Building, 9th Floor, 502 Deaderick Street, Na&ﬁvllle TN 37243

www.tn.gov/hsda Phone: 615-741-2364 Fax: 615-741-9884

CERTIFICATE OF NEED APPLICATION
SECTION A: APPLICANT PROFILE
1. Name of Facility, Agency, or Institution

Baptist Memorial Hospital

Name

Intersection of I-40 and Airline Road Shelby
Street or Route County
Arlington TN 38002
City State Zip Code

Website address: _http://www.baptistonline.org/
Note: The facility’'s name and address must be the name and address of the project and muyst be
consistent with the Publication of Intent.

2.
Arthur Maples Dir Regulatory Planning & Policy
Name Title
Baptist Memorial Health Care Corporation Arthur.Maples@bmhcc.org
Company Name Email address
350 N Humphreys Blvd Memphis TN 38120
Street or Route City State Zip Code
Employee 901-227-4137 901-227-5004
Association with Owner Phone Number Fax Number

NOTE: Sectlon A is intended to give the applicant an opportunity to describe the project.
Section B addresses how the project relates to the criteria for a Certificate of Need by
addressing: Need, Economic Feasibility, Contribution to the Orderly Development of

Health Care, and Quality Measures.

Please answer all questions on 8’2" X 11” white paper, clearly typed and spaced, single or
double-sided, in order and sequentially numbered. In answering, please type the question
and the response. All questions must be answered. If an item does not apply, please indicate
‘N/A” (not applicable). Attach appropriate documentation as an Appendix at the end of the
application and reference the applicable Item Number on the attachment, i.e., Attachment
A.1, A.2, etc. The last page of the application should be a completed signed and notarized

affidavit,



SUPPLEMENTAL #1

January 30, 2017
3:16 pm

2. Section A,, Executive Summary A, Item 1

Please clarify if an ambulance will be stationed at the satellite ED 24 hours/day, 7days/week,
365 days/year for life-threatening transports to full service hospitals,

It is noted the proposed site will have a helipad. Briefly describe the reasons that air
transport may be necessary for transfer of Level IV or V patients who require immediate air
evacuation to major trauma centers,

Please provide an overview of the applicant’s experience in operating a satellite emergency
facility.

Response:
Baptist Memorial Hospital has an agreement with MedicOne Medical

Response to provide non-exclusive ambulance transfer services as
may be requested by Baptist's patients. The determination about
the availability of a 24 hr/day vehicle at this location will be
made after some experience is gained to evaluate patient needs.
It is anticipated that in the early stages, an ambulance will
either be at this location or on call with Baptist Memphis.

A helipad is located because there are no hosgpitals in the
immediate area. The closest hospital with a helipad is St
Francis Bartlett that is 10 miles away. Acuity levels
{emergerncy services index) 1 and 2 are somewhat correlated to
CPT code level IV and V that are the wmost severe patients. BMHM
will provide community education to advise patients that
transportation may be necessary for extreme high risk needs. A
patient may or may not be able to discern what intervention is
necessary and may choose the nearest provider. In cases of
level 1 and 2, depending on environmental conditions, a
helicopter may be the best mode of transportation to an
immediate major trauma center. The affiliation with Regional
One will enhance communication of the patient’s medical
condition after stabilization.

The satellite emergency facility will be operated in a manner

consistent with other BMH emergency departments. Baptist
Memorial Hospital has operated emergency facilities for more
than 100 vyears. While none of the current facilities are

freestanding emergency departments, Team Health physicians have
experience in operating FSEDs and staff have researched
operational reguirements.



SUPPLEMENTAL #1

January 30, 2017
3:16 pm

3 Section A., Executive Summary A, Item 4 Similar Providers 5 Project Cost

The dpplicant indicates there are no free standing emergency departments in the proposed service
area. Please clarify if the applicant is referring to the proposed ZIP code service arca only. Also,
is there a hospital with an emergency department located in the proposed ZIP code service area?

Resgonse:

There are no freestanding emergency departments in either the
zip code service area or the county service area.

The primary county service area is Shelby and Fayette. There
are no hogpitals in Fayette County. The only hospital that was
in Fayette County closed in 2015 as referenced in the previous
CON presentation from Baptist in February 2016. That clecsure is
one of the reasons for the location of this FSED.

The list of hospitals with emergency departments in Shelby
County and their utilization for 2011-2015 is on page 24 of the
application. The secondary county service area is Haywood and
Tipton. The only hospital in Haywood County closed in 2014 as
also referenced in the previous CON presentation. BMH - Tipton
is the only hospital with an emergency department in Tipton
County, BMH - Tipton is not shown on the list on page 24
because the impact of the FSED on its volumes will likely be
minimal.

There is one (1) emergency department location in the zip code
sexrvice area, St. Francis-Bartlett, which is approx. 10 miles
away from the proposed Arlington FSED location,



SUPPLEMENTAL #1

January 30, 2017
3:16 pm

4. Section A., Executive Summary A, Item B.1. Rationale for Approval, 1. Need

The applicant notes Regional One Medical Center averaged 48.5 hours diversion per month over
the last 6 months of 2016. Please discuss and define what is meant by “diversion”.

ResEonse:

Diversion can occur when a facility notifies Emergency Medical
Services (EMS) of extensive service demand and wait times. It
is clarified from references below from Bureau of Health
Licensure and Requlation Division of Emergency Medical Services,
General Rule 1200-12-01.

http://share.tn.gov/sos/rules/1200/1200-12/1200-12~
01.20150401.pdf

~Rule 1200-12-01-.21 (2)(b) 4 and 5 page 79 and 80
4. If the Trauma Center chosen as the patient’s destination is
overloaded and cannot treat the patient, Trauma Medical Control
shall determine the patient’s destination. If Trauma Medical
Control is not available, the patient’s destination shall be
determined pursuant to regional or local destination guidelines.
5. A transport may be diverted from the original destination:
(1) if a patient’s condition becomes unmanageable or
exceeds the capabilities of the transporting unit; or
(ii) if Trauma Medical Control deems that transport to a
Level I Trauma Center is not necessary

~Rule 1200-12-01-.21 (3) pg 80
2. Pediatric medical emergency transport may be diverted
from the original destination if the patient’s condition
becomes unmanageable or exceeds the capability of the
transporting unit, in which case the patient should be
treated at the closest facility.



SUPPLEMENTAL #1

January 30, 2017 -
3:16 pm

5. Section A, Projcct Details, Item 4.B Ownership

Please provide documentation of the active entity status from the Tennessee Secretary’s web-
site as listed in the application.

Resgonse:

Copy of documentation about Baptist Memorial Hospital follows.

Please provide a copy of the joint operating agreement between BMH and Regional One
Health (ROH). Please clarify if the joint operating agreement has been approved by Centets
for Medicare and Medicaid Services. The applicant has provided funding letters where
ROH will contribute 40% and BMH will contribute 60% of the capital to fund the project.
However, there is no document provided by the applicant that documents the funding
arrangement, Without such documentation, final feasibility of the project is in question,

Response:
The letter of intent between BMH and ROH with respect to the

joint operating agreement was inadvertently omitted from the
original application and a copy is attached. The joint
operating agreement is not subject to review and approval of
CMS, and the arrangement will comply with all of the CMS
requirements for the facility to be considered provider-based
as to BMH. The definitive joint operating agreement between
BMH and ROH will be consistent with the arrangement described
in the Baker Donelscn letter dated February 17, 2016,
referenced below. That arrangement was reviewed in depth by
the Department of Health, and the Department concluded that
the facility could be properly licensed as part of BMH.

During the November 18, 2015Agency meeting regarding Baptist Memorial Hospital
Satellite ED (Lakeland), Agency members deferred the application for 60 days pending
clarification from the Tennessee Department of Health regarding the joint operating
agreement (JOA) and CMS’s approval. A letter dated February 17, 2016 from Baker
Donelson is attached which outlines a similar Joint Operating Agreement between BMH and
Regional One Health (ROH) for the Baptist Memorial Hospital Satellite ED (Lakeland)
project. Please review the attached letter, and address the proposed project’s JOA concerns
as addressed previously by the applicant.

Resgonse:

See above.



SUPPLEMENTAL #1

January 30, 2017
3:16 pm

It is noted ROH will contribute 40% funding for the project. Please describe and list what
contribution ROH will provide to the operation of the FSED other than a 40% funding
contribution.

Regponee:

ROH’s additional contributions will be through its
participation in the Board for Joint Operating Agreement. In
the pre-operational phase, the Board will make decisions about
design, final terms with the developer, equipment purchases
and development of initial operating and capital budgets.
After the facility is built and licensed as part of BMH, the
Board will act essentially in an advisory capacity to develop
best practices, guality of care measures, quality assurance
programs, utilization review and clinical protocols. The
activities and input of the Board are subject to the
understanding that BMH will be solely in control of personnel,
management, oversight of the service line director and other
operational functions and decisions. All clinical services,
medical staff functions, medical records, reporting
relationships and controls, billing and administrative
functions will be fully integrated with BMH.



SUPPLEMENTAL #1

January 30, 2017
3:16 pm

Secretary of State



SUPPLEMENTAL #1

January 30, 2017
3:16 pm

Division of Business Services
Department of State

State of Tennessee
TR 312 Rosa L. Parks AVE, 6th FL
Tre Hargett Nashville, TN 37243-1102
Secretary of State

Filing Information

Name: BAPTIST MEMORIAL HOSPITAL

General Information

SOS Control # 000059948 Formation Locale; TENNESSEE

Filing Type: Nonprofit Corporation - Domestic Date Formed: 03/29/1924
03/29/1924 4:30 PM Fiscal Year Close 9

Status: Active

Duration Term: Perpetual

RPublic/Mutual Benefit: Public

Registered Agent Address Principal Address
GREG DUCKETT 350 N HUMPHREYS BLVD
350 N HUMPHREYS BLVD MEMPHIS, TN 38120-2177

MEMPHIS, TN 38120-2177

The following document(s) was/were filed in this office on the date(s) indicated below:

Date Filed Filing Description Image #
11/21/2016 2016 Annual Report B0317-0110
Principal Address 1 Changed From: 6019 WALNUT GROVE RD To: 350 N HUMPHREYS BLVD

Principal Postal Code Changed From: 38120-2113 To: 38120-2177

10/12/2016 Assumed Name B0307-4667
New Assumed Name Changed From: No Value To: Baptist Memorial Medical Education

02/01/2016 2015 Annual Report B0192-0840
01/25/2016 Assumed Name B0182-8847
New Assumed Name Changed From: No Value To: Spence and Becky Wilson Baptist Children's Hospital
08/07/2015 Assumed Name Cancellation B0139-0864

Name Status Changed From: Active (Baptist Gastrointestinal Specialists Surgery Center) To: Inactive - Name
Cancelled (Baptist Gastrointestinal Specialists Surgery Center)

06/26/2015 Assumed Name Renewal B0114-8165

Assumed Name Changed From: BAPTIST MEMORIAL HOSPITAL-MEMPHIS To: BAPTIST MEMORIAL HOSPITAL
-MEMPHIS

Expiration Date Changed From: 08/09/2015 To: 06/26/2020
06/26/2015 Assumed Name Renewal B0114-8168

Assumed Name Changed From: BAPTIST MEMORIAL HOSPITAL-COLLIERVILLE To: BAPTIST MEMORIAL
HOSPITAL-COLLIERVILLE

1/27/2017 4:47:24 PM Page 1 of 4
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Filing Information
Name: BAPTIST MEMORIAL HOSPITAL
“Expiration Date Changed From: 08/09/2015 To: 06/26/2020
09/24/2014 2014 Annual Repart B0008-6092
11/22/2013 * 2013 Annual Report 7251-3017
09/20/2013 Assumed Name Renewal 7242-1057

Assumed Name Changed From: BAPTIST MEMORIAL HOSPITAL FOR WOMEN To: BAPTIST MEMORIAL
HOSPITAL FOR WOMEN

Expiration Date Changed From: 10/08/2013 To: 09/20/2018

01/15/2013 Assumed Name Cancellation 7131-3150
Name Status Changed From: Active (BMH-MEMPHIS) To: Inactive - Name Cancelled (BMH-MEMPHIS)
01/15/2013 Assumed Name Cancellation 7131-3151
Name Status Changed From: Active (BMH-COLLIERVILLE) To: Inactive - Name Cancelled (BMH-COLLIERVILLE)
01/15/2013 Assumed Name 7131-3152
New Assumed Name Changed From: No Value To: Baptist Gastrointestinal Specialists Surgery Center
10/12/2012 2012 Annual Report 7103-0880
Principal Postal Code Changed From: 38120 To: 38120-2113

09/23/2011 2011 Annual Report 6941-2675
10/15/2010 2010 Annual Report 6782-2906
08/09/2010 Assumed Name Renewal 6753-2741

Assumed Name Changed From: BAPTIST MEMORIAL HOSPITAL-MEMPHIS To: BAPTIST MEMORIAL HOSPITAL
-MEMPHIS

Expiration Date Changed From: 08/09/2010 To: 08/09/2015
08/09/2010 Assumed Name Renewal 6753-2742

Assumed Name Changed From: BAPTIST MEMORIAL HOSPITAL-COLLIERVILLE To: BAPTIST MEMORIAL
HOSPITAL-COLLIERVILLE

Expiration Date Changed From: 08/09/2010 To: 08/09/2015

08/09/2010 Assumed Name Renewal 6753-2743
- Assumed Name Changed From: BMH-MEMPHIS To: BMH-MEMPHIS

Expiration Date Changed From: 08/08/2010 To: 08/09/2015

08/09/2010 Assumed Name Renewal 6753-2744
Assumed Name Changed Fram: BMH-COLLIERVILLE To: BMH-COLLIERVILLE

Expiration Date Changed From: 08/09/2010 To: 08/09/2015

10/20/2009 2009 Annual Report 6613-2030
11/07/2008 Assumed Name Change 6397-2378
10/23/2008 2008 Annual Report 6391.2716
10/09/2008 Assumed Name 6388-1626
08/08/2008 Merger 6361-0663

Merged Control # Changed From: 000407601

112712017 4:47:24 PM R Page 2 of 4
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Filing Information
Name: BAPTIST MEMORIAL HOSPITAL
Merged Control # Changed From: 000055948
10/24/2007 2007 Annual Report 6150-0963
11/20/2006 2006 Annual Report 5892-0832
10/19/2005 2005 Annual Report 5587-0894
08/09/2005 Assumed Name 5529-0246
08/09/2005 Assumed Name 5529-0247
‘08/09/2005 Assumed Name 5529-0248
08/09/2006 Assumed Name 5529-0249
12/01/2(504 2004 Annual Report 5291-1455
10/01/2003 2003 Annual Report 4924-0462
12/17/2002 2002 Annual Report 4677-0263
Principal Address Changed
Registered Agent Physical Address Changed
07/31/2002 Administrative Amendment 4565-1576
Mail Address Changed
01/16/2002 2001 Annual Report 4395-2163
Mail Address Changed
12/29/2000 2000 Annual Report 4074-15486
Registered Agent Changed
11/10/1999 CMS Annual Report Update 3764-3500
Principal Address Changed
06/06/1997 Merger 3346-2343
Merged Control # Changed From: 000059948
Merged Control # Changed From: 000139755
10/11/1996 Amended and Restated Formation Documents 3228-1590
Registered Agent Changed
09/28/1995 Articles of Amendment 3059-1360
03/14/1995 CMS Annual Report Update 2974-1046
Fiscal Year Close Changed
02/02/1991 Administrative Amendment EYC/REVENU
Fiscal Year Close Changed
01/07/1981 Restated Formation Documents 2030-0514
Registered Agent Physical Address Changed
01/04/1991 Administrative Amendment 2026-1921

Fiscal Year Close Changed

1/27/2017 4:47:24 PM Page 3 of 4
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Filing Information

Name:  BAPTIST MEMORIAL HOSPITAL

06/16/1990 Administrative Amendment FYC/REVENU
" E

Fiscal Year Close Changed

08/03/1882 Articles of Amendment 307 01007
Name, Changed

P.rincipal Address Changed

07/30/1982 Restated Formation Documents 307 01007
03/29/1924 Initial Filing BB02P0123
Active Assumed Names (if any) Date Expires
Baptist Memorial Medical Education 10/12/2016  10/12/2021
Spence and Becky Wilson Baptist Children's Hospital 01/25/2016  01/25/2021
BAPTIST MEMORIAL HOSPITAL-MEMPHIS 08/09/2005 06/26/2020
BAPTIST MEMORIAL HOSPITAL-COLLIERVILLE 08/09/2005 06/26/2020
BAPTIST MEMORIAL HOSPITAL FOR WOMEN 10/09/2008 09/20/2018

1/27/2017 4:47:24 PM Page 4 of 4
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™ -~ '~I-' ea— "Nin s LA {1
xegicnal ne Health

January 23, 2017

Baptist Memorfal Hospital d/b/a Baptist Memorial Hospital, Inc. — Mernphis
Attn: Jason Little, President and CEO
350 N, Humphreys Blvd. Memphis, TN 38120

Re: Joint Operating Agreement for the Operation of Free Standing Emergency Departments
between Baptist Memorial Hospital, tnc., a Tennessee nonprofit corperation d/b/a Baptist
Merorial Mospital — Memphis (“Baptist”) and Shelby County Health Care Carporation, a
Tennessee nonprofit corporation d/b/a Regional One Health {“Regional One”)

Dear lason:

The purpese of this tetter of Intent is to confirm the intent of Regional One to enter into a loint
Operating Agreement (the “FED JOA") with respect to the development of freestanding emergency
departments in the Memphis metropolitan service area in a manner consistent with the provision of the
term sheet attached hereto as Exhibit A (the “Term Sheet”) and the chart attached hereto as Exhibit 8.

While the terms and conditions set forth in the Term Sheet constitutes a good faith sumimary by the
partles of their intent with respect to the FED JOA and the filing of a certificate of need application by
Baptist, the Term Sheet does not contain all of the critical terms of the proposed FED JOA and is subject
to tha terms and canditions set forth in a formally executed FED JOA.

Please feel free to contact us if you have any questions. We look forward to working with you to finalize
this transaction,

Sincerely,

R ins‘lﬁ'm Coo ood, M.D.,, President and CEO,
ShelBy-Eotnty Health Care Carporation
d/b/a Regional One Health

ACKNOWLEDGED AND AGREED TO THIS 25™ DAY OF JANUARY 2017

Baptist Memorial Hospital, Inc. d/b/a
Baptist Memorial Hospital-Memphls

Iaf o_n__l;ittle, President and CEO

4

BT Julursus svpngs ragionalonshealtb org
Memphis, TN IBI03
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Exhibit A
Baptist Memorial Hospital Inc.

Regional One Health
Freestanding Emergency Department Project

Baptist Memorial Hospital Inc./Proposal for Emergency Service Venture:

e Baptist Memorial Hospital Inc., through its controlled hospital affiliated Baptist Memorial Hospital-
Memphis (Baptist), has developed a plan and pro-forma financial analysis for the provision of free-
standing emergency department (“FED”) services in the Memphis metropolitan service area.

e The site will be located east of the intersection of 1-40 and Airline Road and will be operated under a
JOA collaborative arrangement (the “FED JOA”)

e Capital costs (via the LLC) and profits/losses (via the FED JOA) will be shared 60% by Baptist and 40%
* by Regional One with respect to the FEDs to be developed under the FED JOA.

¢ Baptist will file CON applications for the FED site. Regional One will provide input on, comment on,
and have the right to approve all FED CON applications such consent not to be unreasonably

withheld,

e The FED will comply with all requirements to be licensed by Baptist Memorial Hospital, Inc.

Join Operating Agreement (JOA) Model

» The FED would be provider-based to the host hospital. Baptist would be the host hospital for all the
FED site.

e Baptist and Regional One would establish a JOA Governing Board, with Baptist and Regional One
holding an equal number of Board positions, to govern the FED site.

o The FED host hospital would delegate to the JOA Board certain powers, including the authority to
recommend operating and capital budgets, oversight of FED management and the ability to allocate
resources relative to the FED service line, consistent with the provider based rules.

e Once a FED becomes operational, the budgeting, personnel, management, service line director,
contracting, and similar decisions will become items with respect to which the hast hospital must
reserve final approval due to the provider-based rules.

16
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Exhibit B
Baptist Memorial Hospital, Inc.
Regional One Health
Freestanding Emergency Department Project
BAPTIST MEMORIAL
HospITAL —IMIEMPHIS REGIONAL ONE HEALTH
(ROH)

HoST HOSPITAL LICENSED
PROVIDER (BMH)

JOINT OPERATING AGREEMENT
BMH/ROH —JOA BOARD

GROUND E!llll...llllllll.ll!.! ---u-lllaclllluu.olni
LEASE FED :
AIRLINE ROAD
LEASE
DEVELOPER
(GROUND AND
IMPROVEMENTS)
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BAKER_DONELSON

201 COMMBRCE 5TRELY

B AN, CALDWELL & BERKOWITZ, PC NASHVILLE, TENNESSEE 37201

MAILING ADDRESS:
P.Q. BOK 190613
NASIIVILLE, TENNESSEE 37219

PHONE: 6)5.726.3600

vrwow bekardonalzon.com

RICHARD G, COWART, SIAREHOLDER

Dircct Dink: 615,726.5660

Direct Fux: 613.744.5660

E-Mail Address:deowari@bakerdenelson.com

February 17, 2016

Gregory M. Duckett, Esq.

Senior Vice President & General Counsel
Baptist Memorial Health Care Corporation
350 North Humphreys Boulevard-Fifth Floor
Memphis, TN 38120-2177

Re:  Freestanding Emergency Department

Dear Greg:

The purpose of this correspondence is to overview the provider-based status for the
freestanding emergency department proposed by BMH-Memphis to be constructed at the
Intexsection of Highway 64 and Canada Road, Lakeland, Teunessee (the “Lakeland Site"),
subject to CON approval (the “FED”). The FED will be included in a proposed Joint Operating
Agreement (“JOA™) with Regional One Health (“ROH”). The proposed JOA provides for the
sharing of financial results ufter the facility is operational, but does not create a joint venture for
ownership, governance or the operations of the health care services.

The proposed FED will be off-campus to BMH-Memphis, and 1 will briefly review the
provider-based attestation that BMH-Memphis will be required to make:

L. Ownership and Conlrol 42 C.1R. §413.65(¢)(1). Medicare regulations permit
provider-based status for off-campus facilities so long as, amoug other requirements, the facility
seeking provider-based status is under the ownership and control of the main provider &s

evidenced by the following:

. the business enterprise thul constitutes the facility is 100 percent owned by the
main provider,

0 the main provider and the facility seeking provider-based status have the same
governing body;

N RGC 163688 v2
2132202-098057 02/18/2016

ALATAMA FLORIDA GEQRGIA (OUISTAMA MISSISSIPP TEMNESSFE TEXAS WASHINGTOM, D.C
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Gregory M. Duckett, Esq.
February 17, 2016
Page 2
D the facility seeking provider-based status is operated under the same
organizational documents as the main provider (e.g., subject to conunon bylaws
and operating decisions of the governing board of the main provider); and
. the main provider has final responsibility for administrative decisions, final

approval for contracts with outside parties, final approval for personnel actions,
final responsibility for personnel policies, and final approval for medical staff
appointments in the facility,

The proposed JOA. with ROH allows ROH to participate in the FED LLCs and the results
of operations, but it does not displace the ownership and control of BMH in the FED clinical
departmental scrvice line. The proposed FED would be in compliance with the Medicare
provider-based regulations regarding ownership and control.  BMH-Memphis intends to attest to
the provider-based certifications accordingly, as follows:

«  Ownership. BMH-Memphis will own the FED service line,

o Ciovermunce, BMH-Memphis and the FED will have the same BMH-Memphis

governing body.

e Orpanizalion. The FED will be operated under the BMH-Memphis organizational
documents (i.e., common medical staff, bylaws), and the FED is subject to common
operating decisions flowing {rom BMH-Memphis administration.

2. Administeation and Supervision - 42 C.I.R. §413.65(¢)(2). Medicare regulations
provide the following regarding administration and supervision for off-campus provider-based
site:

o The provider-based entity is under the direct supervision of the main hospital.

s The provider-based entity is operated under the same monitoring and oversight by the
main hospital ag any other department of the main hospital, and is operated just as any
other department of the main hospital with regard to supervision and accountability.
The director or individual vesponsible for daily operations at the provider-based
enlity:

o maintains a reporting relationship with a manager at the main hospital that has
the same frequency, intensity, and level of accountability that exists in the
relationship between the main hospital and its departments; and

o is accauntable to the governing body of the main hospital, in the same manncr
as any department head of the provider.

s The following administrative functions of the provider-based entity are integrated
wilh those of the main hospital; billing services, medical records, human resources,

N RGC 1634684 vZ
2132202-098053 92/18/2016
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Gregory M. Duckett, Esq.
February 17, 2016
Page 3

payroll, employee benefit package, salary structure, and purchasing services. Either
the same employees or group of employees handle these administrative functions for
the provider-based entity and the main hospital, or the administrative functions for
both the entity and the main hospital are: a) contracted out under the same contract
agreement; or b) handled under different contract agreements, with the contract of the
entity being managed by the main hospital.

BMH-Memphis will meet cach of these criteria in the proposed JOA:
« The FED will be directly supervised by BMH-Memphis,

¢ FED will be a component part of the BMH-Memphis emergency department
reporting directly to the departmental manager and with oversight from the BMH-
Memphis Board.

¢ The enumerated administrative functions (e.g. billing, medical records, human
resources, et al.) for the FED will all be provided by BMH-Memphis.

The CMS' central office has issued guidance regarding provider-based on-campus and
off-campus joint ventures. CMS hag not issued guidance on joint operating wrrangements. The
proposed JOA is not a joint venture for health law or other purposes. We have had conceptual
discussions regarding various operating structures that are not joint ventures. The CMS position

“has consistently been that the provider-based attestation controls, If the provider-based sponsor
can accurately allest to the provider-based elements, CMS then may certify the location ag being
provider-based.

I hope this is responsive to your inquiry. Please contact me if you have any additional
questions.

Sincerely,

BAKER, DONELSON, REARMAN,
CALAWELL & BRRICOWITZ, PC

Wice (awact

Richard G. Cowart

RGCijwn

MORGE 1334088 w2
G33I202-098553 V2182016
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6. Section A, Project Details, Item 4.B Legal Interest

It is noted Baptist Memorial Health Care Corporation owns the 1.65 acre site. Please provide a
copy of the deed for the property.

The non-binding letter of intent between TC Northeast Metro Development, Inc. and Baptist
Memorial Health Care Corporation dated January 24, 2017 is noted. However, please provide a
copy of the ground lease between TC Northeast Metro Development, Inc. and Baptist Memorial

Health Care Corporation.

Response:
A copy of the deed for the property follows.

A copy of the ground lease between TC Northeast Metro
Development, Inc and Baptist Memorial Health Care Corporation

follows.
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Deed for the Property
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QUITCLAIM DEED

KNOW ALL PERSONS BY THESE PRESENTS, That M. Anderson Cobb, Jr., Trustee under Trust
Agreement dated July 14, 2006, for and in consideration of Ten Dollars ($10.00) and other good and
valuable consideration the receipt and sufficiency of which is hereby acknowledged, does hereby
bargain, sell, remise, release, quit claim and convey unto Baptist Memorial Health Care Corporation, a
Tennessee not-for-profit corporation, party of the second part, all his right, title and interest in and to the
following described real estate located in Shelby County, Tennessee, to-wit:

SEE EXHIBIT A ATTACHED HERETO AND INCORPORATED HEREIN BY
REFERENCE.

Being the same property conveyed to M. Anderson Cobb, Jr., Trustee, under Trust
Agreement dated July 14, 2006, by Warranty Deed of record at Instrument No. 06111889
in the Register's Office of Shelby County, Tennessee.

e
IN TESTIMONY WHEREOF, party of the first part has hereunito set his hand this L0 day of
December, 2006.

LU LS -t

M. Arderson Cobb, Jr.( /Trdstee under
Trust Agreement dated”July 14, 2006

State of Tennessee
County of Shelby

Personally appeared before me, the undersigned, a Notary Public of said County and State, M.
Anderson Cobb, Jr. whom | am personally acquainted (or proved to me on the basis of satisfactory

evidence), and wha acknowledged that he executed the within instrument for the purposes therein
contained.

e
WITNESS my hand and Notarial Seal at office this ,30__ day of December, 2008.

(ool - Bt

Notary Public ®}§:‘:§;§s_ ﬁgf’o"

B . O SIATE "\,
My Commission Expires: __Aci/:q N,
TENNESBEE

iz

/
o

1

\HIy

o NOTARY
2N, PUBLC

i
8y
T

¢
z;?

' B vum v ﬁ,
BTN
“o AN, 8

. zye, sy
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| hereby swear or affirm that to the best of affiant's knowledge, information, and belief, the actual

consideration for this transfer is less than $50.00.

o Ludelf

Arfianf

Subscribed and sworn te before me this 2{3 ___day of December, 20086.

Notary Public S sTm \\-::2
= =TI

My Commission Expires: :,;n §
f-* 2 V\Q:-

I R

Property known as: iy &{i;‘tﬂ #

NE Corner of Airfine Road and 1-40

Astington, TN

Tax Parcel |dentification:
AD01-5200-2240

Property Owner:

Baptist Memorial Health Care Corperation
350 N. Humphreys Blvd.

Memphis, TN 38120

Mail Tax Bills To:

Baptist Memorial Health Care Corporation
350 N. Humphreys Blvd.

Memphis, TN 38120

Prepared by and return to:

Harris Shelton Hanover Waish, P.L.L.C.
"M. Anderson Cobb, Jr.

6060 Poplar Ave., Suite 450

Memphis, TN 38118
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EXHIBIT A

COMMENCING AT A FOUND COTTON PICKER SPINDLE IN THE CENTER LINE OF AIRLINE
ROAD (RIGHT-OF-WAY VARIES), SAID SPINDLE BEING LOCATED NORTHWARDLY ALONG
SAID CENTER LINE A DISTANCE OF 3,075.94 FEET FROM THE NORTH LINE OF INTERSTATE
40 (RIGHT-OF-WAY VARIES), SAID SPINDLE ALSO BEING THE SOUTHWEST CORNER OF
THE CHRISTOPHER MONTESI PROPERTY AS RECORDED IN INSTRUMENT NUMBER
02209380 AND THE NORTHWEST CORNER OF THE BELZ/HYNEMAN LP PROPERTY AS
RECORDED IN INSTRUMENT NUMBERS KG 9227 AND KH 3765 IN SAID REGISTER'S OFFICE;
THENCE SOUTH 03 DEGREES 28 MINUTES 25 SECONDS WEST ALONG SAID CENTERLINE
OF AIRLINE ROAD A DISTANCE OF 1259.87 FEET TO THE POINT OF BEGINNING FOR THE
PROPERTY DESCRIBED HEREIN; THENCE LEAVING. SAID CENTERLINE ON A NEW LINE
SOUTH 86 DEGREES 30 MINUTES 29 SECONDS EAST A DISTANCE OF 617.95 FEET TO A
POINT; THENCE NORTH 31 DEGREES 02 MINUTES 12 SECONDS EAST A DISTANCE OF 89.28
FEET TO A POINT; THENCE NORTH 4 DEGREES 36 MINUTES 44 SECONDS EAST A
DISTANCE OF 167.75 FEET TO A POINT; THENCE SOUTH 86 DEGREES 31 MINUTES 35
SECONDS EAST FOR A DISTANCE OF 2311.38 FEET TO A POINT IN THE EAST LINE OF SAID
BELZ INVESTCO GP AND UNION REALTY COMPANY GP (PARCEL "A") PROPERTY, BEING
THE WEST LINE OF THE RICHARD G. WILSON REVOCABLE .TRUST PROPERTY AS
RECORDED IN INSTRUMENT NUMBER HB 1831 IN SAID REGISTER'S OFFICE; THENCE
SOUTH 04 DEGREES 04 MINUTES 42 SECONDS WEST ALONG THE WEST LINE OF SAID
WILSON PROPERTY A DISTANCE OF 538.16 FEET TO A POINT ON THE NORTH LINE OF
INTERSTATE 40, RIGHT-OF-WAY MONUMENT FOUND 0.4 FEET SOUTHEASTWARDLY;
THENCE SOUTH 59 DEGREES 43 MINUTES 38 SECONDS WEST ALONG THE NORTH LINE OF
SAID INTERSTATE A DISTANCE OF 124677 FEET TO A FOUND RIGHT-OF-WAY
MONUMENT; THENCE SOUTH 64 DEGREES 50 MINUTES 07 SECONDS WEST ALONG SAID
NORTH LINE A DISTANCE OF 753.72 FEET TO A POINT; THENCE SOUTH 68 DEGREES 06
MINUTES 01 SECONDS WEST A MEASURED DISTANCE OF 213.64 FEET (CALLED, 248.48) TO
A POINT ON SAID NORTH LINE, SAID POINT ALSO BEING THE NCRTHWEST CORNER OF
THE BOND ENTERPRISES PROPERTY AS RECORDED IN INSTRUMENT NUMBER G1 6597 IN
SAID REGISTER'S OFFICE; THENCE NORTH 86 DEGREES 35 MINUTES 44 SECONDS WEST
ALONG THE NORTH LINE OF SAID ENTERPRISES PROPERTY AND AN EXTENSION
THEREOF A MEASURED DISTANCE QF 782.27 FEET (CALLED, 733.17") TO A POINT ON THE
EAST LINE OF SAID AIRLINE ROAD; THENCE NORTH 30 DEGREES 44 MINUTES 35
SECONDS WEST ALONG SAID EAST LINE A MEASURED DISTANCE OF 12232 FEET
(CALLED 153.82") TO A POINT; THENCE NORTHWESTWARDLY ALONG SAID EAST LINE,
ALONG A CURVE TOQ THE RIGHT HAVING A RADIUS OF 716.5] FEET, A CHORD BEARING
AND DISTANCE OF NORTH 13 DEGREES 38 MINUTES 05 SECONDS WEST - 421.56 FEET AND
AN ARC LENGTH OF 427,89 FEET TO A POINT ON SAID EAST LINE; THENCE NORTH 03
DEGREES 28 MINUTES 25 SECONDS EAST AND CONTINUING ALONG SAID EAST LINE A
DISTANCE OF 314.87 FEET TO A POINT; THENCE NORTH 86 DEGREES 31 MINUTES 35
SECONDS WEST A DISTANCE OF 102.00 FEET TO A POINT ON THE CENTER LINE OF SAID
AIRLINE ROAD; TIENCE NORTH 03 DEGREES 28 MINUTES 25 SECONDS EAST ALONG
SAID CENTER LINE A DISTANCE OF 618.88 FEET TO THE POINT OF BEGINNING AND
CONTAINING 3,705,165 SQUARE FEET OR 85.0589 ACRES OF LAND.
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Tom Leatherwood

Shelby County Register

As evidenced by the instrument number shown below, this document
has been recorded as a permanent record in the archives of the
Office of the Shelby County Register.

1('le

A

i' EHER YA

b, YR
».: SAL a0 Y

T 'l LEATBERWOGD

Poarate LeUS < LB EEYOTENNES

160 N. Main St., Suite 519 ~ Memphis, Tennassee 38103 ~ (901) 545-4366
hitp:/iregister.shelby.tn.us
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Ground Lease
between

TC Northeast Metro
Development, Inc

and

Baptist Memorial Health Care
Corporation
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O

BAPTIST MEMORIAL HEALTH CARE CORFORATION

Cheri Clarke Doyle, Senior Vice President
Trammell Crow Company

300 Conshohocken State Road, Suite 250
West Conshohocken, PA 19428

Re: Letter of Intent for Ground Lease of Property in Arlington, TN, on Airline Road

Dear Cheri:

This letter will confirm the intent of parties to enter into a prepaid ground lease pursuant to
which Baptist Memorial Health Care Corporation ("BMHCC") will lease to TC Northeast Metro
Development, Inc., (“TC") a portion of the property currently owned by BMHCC on Airline
R.oad in Arlington, TN, subject to the terms as follows:

» The parcel to be leased to TC js the property associated with the proposed emergency
department facility to be operated as part of Baptist Memorial Hospital, as more fully
described in the Letter of Intent between TC and BMHCC for development of the
emergency department facility dated Januvary 24, 2017,

» The term of the prepaid ground lease will be seventy (70) years plus two (2) ten (10) year
extension options.

» The consideration payable by TC to BMHCC for the prepaid ground lease will be one
dollar ($1.00) per year.

+ The obligations of the parties to this Letter of Intent are subject to agreement on mutually
acceptable terms of a definitive lease agreement and satisfaction of the lerms and
conditions set forth in the Letter of Intent dated January 24, 2017, described above.

This Letter of Intent is effective as of January 27, 2017, and will continue until the terms and

conditions described above have been satisfied or until the parities determine that the terms and
conditions cannot be satisfied.

Baptist Memorial Health Care Corporation
oy, e LAV

ate._ 1/ 3’:(/ 1>

TC NE Metro Development, Inc.

By v
Its: Presi denl
Date: |- 3@~ (7]

350 NORTH HUMPHREYS BOULEVARD * MEMPHIS, TENNESSEE 38120-2177
29



7. Section A, Project Details, Item 6.B 2 Floor Plan

Please complete the chart below:

ReEonse H

The chart is completed below.

SUPPLEMENTAL #1

January 30, 2017
3:16 pm

Patient Care Arcas other than Ancillary Services | # Hospital ED # proposed Sateliite | # Combined EDs
ED

Exam/Treatment Rooms 43 10 53

Multipurpose

Gynecological 2 | included in exam 2 (1 included in

exam)

Holding/Secure/Psychiatric

2 included in exam

I included in exam

3 included in exam

3 included in exam

[solation 2 included in exam | 1 included in exam

Orthopedic 2 2

Trauma 6 I included in exam 6 (1 included in
exam)

Other 1 1

Triage Stations 3 not rooms 2 not rooms 5 not rooms

Decontamination Rooms/Stations

1 area not room

| area not room

2 area 1ot rooms

Total

Useable SF of Main and Satellite ED’s

54

10

64
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8. Secction A, Project Details, Itern 6.8 3 Transportation Routes

It is noted the proposed location is close to Interstate 40, What is the distance of the
proposed site from the nearest Interstate 40 exit?

Resgonse:

The proposed FSED site is at exit number 25.

From T-40 East, the FSED shown as approx. 0.6 mile from the exit.
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From I-40 West, the FSED is shown approx. 0.4 mile from the
exit,

fzagure distance

Click sov ez toad 2 vour path

Total distance: 337542 f {1.0% k) B : . =

-t S
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SUPPLEMENTAL #1

January 30, 2017
3:16 pm

9. Section A, Project Details, Item 10 Bed Complement Data Chart

There are totals in the Bed Complement Data Chart that are incorrect. Please review and submit
arevised page 11.

Response:
The Bed Complement Data Chart has been corrected and a

replacement page 11 follows.
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SUPPLEMENTAL #1
January 30, 2017

3716 pm
10. Bed Complement Data
A, Please Indicate current and proposed distribution and certification of facllity beds.
JOTAL
Currant Beds Beds *Beds “Bads Bads at
Licensed  Staffed _ Proposed  Approved Exempted Sompletion
1) Medical 724 576 724
2) Surgical
3) Icu/CCu 91 83 60
4) Obstetrical 60 60 91
5 NICU 40 40 40
6) Pediatric 12 12 12
7) Adult Psychiatric
8) Gerlatric Psychiatric
9) Child/Adolescent Psychiatric
10} Rehabilitation
11) Adult Chemical Dependency
12) Child/Adalescent Chemical
Dependency
13) Long-Term Care Hospital
14) Swing Beds
18) Nursing Home — SNF
(Medicare only)
16) Nursing Home — NF
(Medicaid only)
17) Nursing Home — SNF/NF (dually
certified Medicare/Medicaid)
18) Nursing Home - Licensed
(non-certified)
19) ICF/ID
20) Residential Hospice
TOTAL 997 549 927

*Beds approved but not yet in service **Beds exempted under 10% per 3 year provision

B.  Describe the reasons for change in bed allocations and describe the impact the bed change will have on the applicant facility's
existing services. Attachment Section A-10.
Response: This project does not involve additional inpatient beds, major medical
services or initiation of new services for which a certificate of need is required.

C.  Please identify all the applicant's outstanding Certificate of Need projects that have a licensed bed change
component. If applicable, complete chart helow,
Responge: The applicant does not have any outstanding Certificates of Need that
have a ILicensed bed change component.

CON Explration Total Licensed Beds
CON Number(s) Date Approved

" R-11
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21T ru
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10. Scction B, Need, Renovation and Expansion, [tem 3.a,

I

Please clarify the reason ED visits at Regional One Health declined from 55,963 in 2013 to
52,327 in 2015 while BMH Mempbhis increased from 60,274 in 2013 to 62,492 in 2015.

Regponse:
Further analysis determined that the numbers provided in the JAR

are not comparable. There was actually a 4% increase in visits.

[ | 2013 [ 2014 | 2015 | 2016

Presented | 55,963 | 58,630 | 58,080 | 62,240

Treated Not 53,187 52,327 | |
Available |

In 2013, the reported number 55,963 represents patients who
presented. The number of patients who were treated in 2013 is
not available due to a computer system change.

The total number of patients who presented in 2014 was 58,630
and 2015 was 58,080. Patients presented includes those left
without being seen or left against medical advice. That number
was not shown on the JAR due to a change in information systems.

Comparing these numbers 58,630 in 2014 to 55,963 in 2013,
indicates an increase of approx. 4.8%. It is essentially stable
from 2014 to 2015 with less than 1% decrease in 2015. The
stabilization is not due to any known factors.

In 2016 the number increases to 62,240 which is a 7.2% increase.
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3:16 pm

11. Section B, Need, Renovation and Expansion, Item 3.b.

[s it possible to increase space at the applicant’s existing ED by expanding the footprint of the
- facility?

Response:
The most recent expansion was completed in 2011 and has

expanded to the extent possible on the land available in the
northeast direction c¢losest to Brierview Street. The
expansion was phased in over 3 years because of the need to
keep the ED operational. However, the long construction
cauged inconvenience to both staff and patients. The primary
reason for the addition was to improve the privacy and
comfort of patients in the treatment area. The number of
treatment spaces increased from 50 to 54.
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January 30, 2017
3:16 pm

12. Section B, Need, ltem B

It is noted Delta Medical has reduced ED hours and hospitals in Haywoed and Fayette Counties
have closed. Please discuss the reduction of ED hours at Delta Medical and the former ED and
licensed bed capacities at closed hospitals in Haywood and Fayette Counties. In your response
please provide dates of the reduction of ED hours and hospital closures.

Response:
In April 2016, Delta Medical Center ceased providing 24 hour

emergerncy room service., They are now open 7 am to 7 pm. AS
shown on http://www.deltamedcenter.com/emergency, Delta Medical
Center offers a Level 3 Emergency Department with 7am-7pm

care and the ability to treat any emergency, excluding trauma,
burnsg, or delivering babies. Arrangements are available for
services not provided by the Emergency Department.

Baptist has experienced an increase of 6.4% in visits from FY
2015 to FY 2016. The closure in 2April would have bheen reflected
in the last 6 wmonths of FY 2016. Reductions and closures of the
hospitals in Haywood and Fayette counties contribute to the rise
in more ED capacity.

As discussed in Supplemental question 3, the hospital in Haywood
County closed in 2014 and the hospital in Fayette County closed
in 2015. This application considers patients who travel from
the zip code areas where the closed hospitals were located. The
location of the proposed Arlington FSED will make a significant
improvement in access for patients in both Haywood and Fayette
counties who rely on Baptist hospitals for emergency service.
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13. Section B, Need, Item C

What is the distance from the former Haywood Park Community Hospital and closed Methodist

SUPPLEMENTAL #1

January 30, 2017

3:16 pm

" Healthcare to the proposed satellite ED site and St. Francis Hospital Bartlett, respectively?

The % of total procedures column in the chart on page 21 labeled “Projected Year 1 Arlington

FSED” are not calculated correctly. Please correct and submit replacement page 21.

Response;

The distance from Haywood Park Community Hospital and Methodist

Fayette Hospital to the proposed Arlington FSED site and St

Francis Bartlett is shown in the table below.

Arlington FSED

Haywood Park Community
Hospital
2545 N Washington Ave,
' Brownsville, TN 38012

36.5 miles

Methodist Fayette
214 Lakeview Rd, Somerville,
TN 38068

21.2 miles

__ StFrancis Bartlett

45.6 Miles

25.6 miles

**source: Goo gle Maps

A replacement page 21 is

provided.
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Please complete the following tables, if applicable:

SUPPLEMENTAL #1

January 30, 2017
3:16 pm

2015 Base planning year for Baptist emergency departments

. Service Area Zips Historical Utilization-Zip Residents % of total procedures
s | 1439 1L7%
38012 o a4 L s
L 38016 - 258 21.0% ]
38018 1,205 _ 5.8%
| 38028 - %29 43%
‘ 38049 932 B 76% |
| 38053 1,137 o 9.2%
38060 . 575 B 4.7%
38068 - %27 7.5%
38069 - 373 B 3.0% ]
38076 152 1.2%
38133 1,154 9.4% .
38135 1,007 I 8.2% |
TOTAL 12,339 100% |

Projected Year 1 Arlington FSED
Service Area Zips Projected Utilization-Zip Residents % of total procedures
38002 955 7 15.4%
38012 127 2.0%
38016 B 1181 B} 19.0%
38018 522 8.4% 3
38028 o342 ~ 5.5% |
| 38049 514 T 8.3% ‘
' 38053 504 8.1% ]
38060 329 ) - 5.3% .
38068 B 491 7.9%
380869 160 - 2.6%
38076 74 1.2%
38133 512 - 8.2%
; 3813 | 496 8.0%
. ToTAL 6207 00%
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January 30, 2017
3:16 pm

14; Section B, Need, Item C (b).

The population table on page 23 is noted. However, it is unclear if the applicant used 2017 as
the current year and 2021 as the projected year. If not, please revise the table and submit a
replacement page 23.

Response:

The population table for counties is taken from the reference
provided from the new CON application.
Projected Population Data:
http:/iwww.tn.qgov/health/article/statistics-population
TennCare Enrollment Data: http://www.tn.gov/tenncare/topic/enrollment-data
Census Bureau Fact Finder:
" http://factfinder.census.gov/faces/nav/jsfipages/index.xhtml|

The zip code population information came from Truven Health
Analytics Market Expert for the same time period.
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15. Section B, Need, Item 5.

SUPPLEMENTAL #1

January 30, 2017
3:16 pm

Please provide a utilization table of Baptist Hospital’s (Walnut Grove Rd. location) admission,
patient days, and occupancy rate for the last three reporting years.

Please identify existing urgent care centers in the applicant’s zip code service area by completing

the following table.

Urgent Care Centers in Applicant’s Pro

osed Zip Code Service Area

Urgent Care Center Address Dist. from | Operating Hours | Medicare, TennCare,
Name Proposed & Major Ins
ED accepted?
Baptist Minor Medical 7424 Hwy #64 Suite 111 7 Days aweek 8 | Medicare - yes
Center-Bartlett Bartlett, TN 38133 a.m.-7:30 p.m. TennCare - Yes
9.8 Major Ins - yes
Baptist Minor Medical 670 N. Germantown Pkwy 7 Days aweek 8 | Medicare - yes
Center-Cordova Ste 18 am.-7:30 p.m. TennCare — Yes
Cordova, TN 38018 12.7 Major Ins — yes
Baptist Minor Medical 3295 Poplar Avenue #105 7 Days aweek 8 | Medicare - yes
Center-Memphis Memphis, TN 38111 am. -7:30 pm. TennCare - Yes
20 Major Ins — yes
Methodist Minor Medical | 8095 Club Pkwy. Mon-Fri, 8am- Medicare - yes
Center - Cordova Cordova, TN 38107 Tpm; TennCare — yes
Sat-Sun, 8am- Maijor Ins - yes
114 6pm
Methodist Minor Medical | 8071 Winchester Rd. Mon-Fri, 8am- Medicare - yes
Center - Hacks Cross Memphis, TN 38125 7pm, TennCare - yes
Sat-Sun, 8am- Major Ins - yes
28.2 6pm
Methodist Minor Medical | 1803 Union Avenue #2 7 days a week, Medicare - yes
Center - Midtown Memphis, TN 38104 9am-9pm TennCare — yes
22.1 Maijor Ins - yes
Urgent Care (Le 8045 Club Pkwy Mon-Fri, 3-11pm; | Medicare - yes
Bonheur) - Cordova Cordova, TN 38016 Sat-Sun, noon- TennCare — yes
11.2 9pm Major Ins — yes
Urgent Care (Le 8071 Winchester Rd. Mon-Fri, 3-11pm; | Medicare - yes
Bonheur) - Memphis Memphis, TN 38125 Sat-Sun, noon- TennCare — yes
28.2 9pm Major Ins -~ yes
MedPost Urgent Care 853 W. Poplar Ave. M-F: 8:00 AM- Medicare - yes
Collierville, TN 38017 8:00 PM TennCare - yes only
Sa-Su; 9:00 AM- | Amerigroup
19.9 5.00 PM Major Ins ~ yes
MedPost Urgent Care 1520 Bonnie Lane M-F: 8:00 AM- Medicare - yes
Cordova, TN 38016 8:00 PM TennCare - yes only
Sa-Su; 9:00 AM- | Amerigroup
10.8 5:00 PM Maijor Ins - yes
MedPost Urgent Care 1941 S. Germantown Rd M-F: 8:00 AM- Medicare - yes
Suite 103 8:00 PM TennCare -~ yes only
Germantown, TN 38138 Sa-Su: 9:00 AM- | Amerigroup
15.8 5:00 PM Major Ins - yes
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January 30, 2017
3:16 pm

Please complete the following table for the historical and projected ED volumes of Baptist
Memorial Hospital (Walnut Grove location) and Proposed Satellite ED from 2014 to year One
by level of care consistent with CPT codes 99281 (lowest acuity), 99282, 99283, 99284 and
99285 (highest acuity patient).

Baptist Hospital and Proposed Satellite ED Historical and Projected Utilization by Level of Care

Level of Care Main ED Main ED Main ED Main ED Satellite ED | Combined
Year1
2014 20158 2016 Year 1 Year 1

Level I 2,796 1,811 854 1,826 18 1,843
Level 11 7,623 5,592 3,554 5,606 136 5,742
Level 111 21,004 18,835 17,174 19,0690 2040 21,100
Level IV 18,744 20,527 27,088 22,185 2374 24,559
Level V 12,284 15,728 17,796 15,314 1639 16,953
Total 62,451 62,492 66,467 63,991 6,207 70,198

Please complete the following chart for projected ED utilization by zip code in Year 1 of the
proposed Satellite ED project for zip codes with patient origin over 0.15%.

i Proposed Total ED
2::::'“ Zip Name Pt;:t;l:;;m xzi:ilED Visits Sa t:llite ED | Visitsfrom %cl:,ydzelp ;.‘sumulative
Visits Year 1 | zip area
38002 Arlington 48,577 302 955 1257 12% 12%
38012 Brownsville | 14,404 31 127 158 1% 13%
38016 Cordova 47,209 1134 1181 2315 21% 21%
38018 Cordova 39,359 427 522 949 % 30%
38028 Eads 8,196 73 342 415 4% 34%
38049 Mason 4,989 107 514 621 6% 40%
38053 Millington 28,295 452 504 956 9% 48%
38060 Oakland 10,298 134 329 463 4% 53%
38068 Somerville 10,890 207 491 698 6% 59%
38069 Stanton 3,088 21 160 181 2% 61%
38076 Williston 1,253 685 74 759 7% 68%
38133 Bartlett 21,556 682 512 1194 11% 79%
38135 Bartlett 31,312 400 496 896 8% 87%
TOTALS 269,467 4656 6207 10863 100%
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Baptist Memorial Hospital (Walnut Grove location) and Proposed Satellite ED Historical

and Projected Utilization
Actual Projected

Year 2014 2015 2016 Yr1 Yr.2 Yr.5
Main Campus 62,451 62,492 66,467 63,991 63,656 | 68,165
Visits
Main Campus Rooms 54 54 54 54 54 54
Main Campus Visits/ 1,156 1,157 1,231 1,185 1,179 1,262
Room
Satellite Visits 6,207 9,248 9959
Satellite Rooms 10 10 10
Satellite Visits Per Room 620 924 996
Total Visits 62,451 62,492 66,467 70,198 72,904 | 78,124
Total Rooms 54 54 54 64 64 64
Total Visits Per Room 1,156 1,157 1,278 1,096 1,139 1,220
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16, Section B, Economic Feasibility, Item A.2.

SUPPLEMENTAL #1

January 30, 2017
3:16 pm

Please clarify how the Lease Expense in the amount of $6,466,493 was calculated in the Project

Cost Chart.

Resgonse:

The calculation is shown below:

Base Rent $34.09 per square foot

13,750 Square Feet

Rent Escalation 2.5% per annum.

Years Base Rent Sq Ft Payment

1 34.09 13750 | §  468,737.50
2 34.94225 13750 | S 480,455.94
3 35.81580625 13750 | $  492,467.34
4 36.71120141 13750 | §  504,779.02
5 37.62898144 13750 | § 517,398.49
6 38.56970598 13750 | § 530,333.46
7 39.53394863 13750 | §  543,591.79
8 40.52229734 13750 | S 557,181.59
9 41.53535478 13750 | §  571,111.13
10 42.57373865 13750 | § 585,388.91
11 43.63808211 13750 | §  600,023.63
12 44.729503416 13750 | § 615,024.22

TOTAL $ 6,466,493.01

It is noted on page 26 the equipment value is $3,393,044 and major equipment items are not part
of the project. Please explain why those items are not included in the project costs.

ResEonse=

The equipment value of $3,393,044 is a typo, the correct value

is $3,213,301.

The equipment listed on page 26 is the equipment over $50,000

and those items total to $1,094,368.

The remaining equipment

costs are hospital stretchers, general egquipment and IT.
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What type of fixed equipment is included in the $3,213,301 line item in the Project Cost Chart?

Resgonse:

None of equipment is categorized as fixed. The equipment
costing more than $50,000 is shown below:

Equipment over $50,000

Name Est. Cost

Omnicell $71,192
Bed Alarm System $99,456
X-Ray $250,000
Ultrasound $50,000
Computerized Tomography $500,000
Security Surveillance $124,320

The remaining equipment costs are hospital stretchers, IT and
general equipment.

The equipment in the original application was inappropriately
placed on line A7 of the project cost chart and should be on
line A8. A replacement page follows which also reflects a
~change in the CON filing fee as directed by the HSDA Staff.
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PROJECT COST CHART

Construction and equipment acquired by purchase:

1 Architectural and Engineering Fees

Legal, Administrative (Excluding CON Filing Fee),
Consultant Fees

Acquisition of Site

Preparation of Site

Total Construction Costs

Contingency Fund

Fixed Equipment (Not included in Construction
Contract)

Moveable Equipment (List all equipment over
$50,000 as separate attachments)

Other (Specify)

~N OOk W

@

Acquisition by gift, donation, or lease:

Facility (inclusive of building and land)
Building only

Land only

Equipment (Specify)_

Other (Specify)

O B W -

Financing Costs and Fees:
1 Interim Financing
2 Underwriting Costs
3 Reserve for One Year's Debt Service
4 Other (Specify)
Estimated Project Cost (A+B+C)
CON Filing Fee
Total Estimated Project Cost (D+E)

TOTAL
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Lease Developer

% -
$ 40,100.00

$ 251,450.00

$ 3,213,301.00

$ 6,466,493.00

$ 9,971,344.00

$ 22,435

$ 98,893,779.00

R-28
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17. Section B, Economic Feasibility, Item A.S.

Please submit a letter from a licensed architect or construction professional that support all the
requirements as prescribed in the application.

Rasgonse :

The letters from a licensed architect follow.
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)
| Fan=l. |

EAGINEERS  ARCHITECTS  PLANNERE

January 25, 2017

Ms. Melanie Hill

Executive Director

State of Tennessae

Health Services and Development Agency
500 Deaderick Street, Suite B850

Nashville, TN 37243

RE: Baptist Memorial Hospital
Free Standing Emergency Department
Arlington

A2H Project #17146

Dear Ms, Hill,

This letter will denote that A2H, Inc. has reviewed the site preparation and construction costs
indicated for the referenced project as follows:

Sitework $ 251,450

Building $ 3,643,750
We find the costs to be reasonable for the described scope of work. The construction costs have
considered recent market conditions and inflation. We have also estimated Architectural and
Engineering Fees of $450,000.00 for the project.

Sincerely,

A2H, Inc.

SAb

Stewart A. Smith, AlA, EDAC
Senior Architect

SAS/pjs

3000 Davies PLANTATION ROAD  LkKELAND, TH 3B0D2  Phone: 801.372.0404 Fax: 901.373.4002
v, A2H,com

48



A

&
poney
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January 25, 2017

Ms. Melanie Hill

Executive Director

State of Tennessee

Health Services and Development Agency
500 Deaderick Street, Suite 850
Nashville, TN 37243

RE: Baptist Memorial Hospital
Free Standing Emergency Department
Arlington

A2H Project #17146

Dear Ms. Hill,

SUPPLEMENTAL #1

January 30, 2017
3:16 pm

This letter will affirm that, to the best of our knowledge, the design intended for the construction of the
referenced facility will be in accordance with the following codes and standards, as required by Shelby
County Office of Construction Code Enforcement and the Tennessee Department of Health Board for
Licensing Health Care Facilities-Standards for Hospitals-Chapter 1200-8-1-.08:

Codes (for Building Permit in Shelby County):
International Building Code (IBC)
[BC Local Amendments
National Electric Code
NEC Local Amendments
International Mechanical Code
Mech. Code Local Amendments
International Plumbing Code
Plurmbing Code Local Amendments
International Energy Conservation Code
Energy Code Local Amendments

Building Codes (for Tennessee Department of Health):
International Building Code
National Electric Code
International Mechanical Code
International Plumbing Code
NFPA 101

3008 Davies PLaXTRTION Raap  LakelAko, TH 38002 Pwoke: 901.372.0404  Fax: 801.373.4002

i AZH.CoM
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Date:
2008
Adopted 2012
2008
Adopted 2012
2009
Adopled 2012
2009
Adopied 2012
2009
Adopted 2012

2006
2005
20086
2006
2006
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£ ..
FHGINEERS  ARCHITECES  PLANMERS

Accessibility Code (for Building Permit in Shelby County):

ANSI A117.1 (as required by IBC)
Accessibllity Codes (for Tennessee Department of Health):

ADAAG 2010

North Carolina Accessibility Code 2002 w/2004 Amendments
Healthcare:

AlA Guidelines 2014

This listing may not be entirely inclusive, but the intent is for all applicable codes and standards, State
or Local, to be addressed during the design Process.

Sincerely,

A2H, Inc.

SHh

Stewart A. Smith, AIA, EDAC
Senior Architect

SAS/pjs

3008 DAVIES PLANTATION RDAD  LakeLako, TH 36002 PRONE: B01.372.0404  Frus 801.973.4002
Wiew AZH oM
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18. Section B, Economic Feasibility, Item B.

It is noted Baptist Memorial Hospital will contribute 60% of capital cost in the amount of
$2,116,464, and Regional One will contribute 40% of capitai cost in the amount of $1,410,974.
Please clarify how the applicant derived a Capital Cost of $3,527,438.  Please also clarify how
the remaining cost of the proposed project will be funded by the applicant.

Response:

The Capital Cost is calculated from:
Legal /Admin Fees S 40,100.00
Acquisition of Site 251,450.00
Fixed Equipment 3,213,301.00
CON Filing Fee 22,435.00
TOTAL $3,527,286.00

The CFC letters were written for a slightly higher amount.

The remaining cost of the proposed project represents the total
of annual lease payments over 12 years.

It is noted the project will be funded by cash reserves. However, financial documents from both
entities are unaudited. Please provide a letter from the applicant’s financial institution
designating the amount of cash reserves and the availability of the designated cash reserves for
the proposed project.

Letters from financial institutions for BMH and ROH follow this
page.
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a2 FIRST Joel E. Smith
Af’jTEN NESSEE Senior VicAe Presidf:nt
Commercial Banking
January 30, 2017
Melanie Hill

Executive Director

Tennessee Health Services and
Development Agency

Andrew Jackson Building, 9" Floor

502 Deaderick Street

Nashville, TN 37243

Re: Certificate of Need Application CN1701-0035
Baptist Memorial Hospital, Satellite Emergency Department in Arlington

Dear Ms Hill:

This letter confirms (1) Baptist Memorial Hospital maintains one more accounts at First
Tennessee Bank, and (2) Baptist Memorial Hospital has available to it cash or other liquid assets
in an amount more than sufficient to fund its estimated share of the cost for the project
referenced above in the amount of $2,116,462.

If you have additional questions or would like to discuss further, feel free to contact me at (901)
681-2322.

Sincerely,

{ 2 nwi/(]{-"

oel E. Smith
Senior Vice President
Commercial Banking

JES/dab

First Tennesses Bank NA.
4385 Poplar Avenue
Memphis, TIV 38117
901-681.2322

www. fiTstrennessec, com
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Wz
SUNTRUST

999 § Shady Grove, Suitc 202 Jean M. Morton

Memphis, Tennessee 38120 Senior Vice President

Phone 901 415 7086 Manager

Fax 901 681 4169 Institutional & Government Divisiot
lanuary 30, 2017

Mr. Jim Proctor, Controlier

Shelby County Healthcare Corparation
877 Jefferson Avenue

Memphis, TN 38103

Dear Mr. Proctor:
Shelby County Health Care Corporation maintains several depository and investment relationships with
SunTrust Bank. As of the date of this letter, Shelby County Health Care Carporation has the following
deposits and Investments with SunTrust Bank and related entities:

Investments held through

SunTrust Robinson Humphrey $55,269,839.00

Shelby County Health Care Corporation S 235,073.49

Thank you for being a SunTrust client.

Sincerely;

or Vice President

cc: Grant Adams, SunTrust Robinson Humphrey
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19. Section B. Economic Feasibility Item C and D. (Historical Data Chart and Projected
Data Chart)

The non-operating revenue line item in the Historical Data Chart representing $9,294,916 in
2014, ($2,015,397) in 2015, and ($4,997,378) in 2016 is noted. What do these figures represent?

Please provide a Projected Data Chart for Baptist Memorial Hospital.

Response:

The non-operating revenue line is broken out below.

This line was previously part of the financial summary, but was
not available on the current CON Application version HF-0004
Revised 12/2016. 1t was added for clarity.

* Sold favorable buy back clause in contract Healthcare Realty
for 2 POBs in 2014. Land Lease revenue for 2015& 2016.

e Baptist Foundation fund/grand reimbursements.

¢ BMG allocates their profits/losses for some physician
practices associated with Hospital care.

¢ Allocations of gain on sale of investments for Group Asset
Fund.

e Annuity Forfeitures and interest & dividend income.

r -7 r

R — : [

85100: Nonoperating Revenug

lciugl ACtuat ICIU&]

6,578,593 585,185 612,814
85150; Confribution Revenue 265,322 1,029,539 1,567,418
85250: BWMG/Hospital Allocation {4.913,708) (7,155,142}
85400: Realized Gainf(Loss) on Sale of Secu; 2,546,224 1,018,972
Investment income (95.223) 264,613 (21,487
Nonoperating Revenue 9,294,915.78 {2,015,397.09} (4,897,377.66)

The projected data chart is shown on the following page
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BMH MEMPHIS

Give information for the last three (3) years for which complete data are available for the facility or agency.

The fiscal year begins in Oct

A. Utilization Data (Discharges)

B. Revenue from Services to Patients

Year 2019
26,288

Year 2020
26,964

1. Inpatient Services $ 1,635,323,835 § 1,574,805,587
2. Outpatient Services $ 794,857,460 § 799,640,514
3. Emergency Services $ 161,010,298 § 167,216,926
4. Other Operating Revenue (Specify) cafeteria
gift shop, ete. 3 13,352,748.00 & 13,352,748.00
Gross Operating Revenue § 2,504,584,341 % 2,555,015,775
C. Deductions from Gross Operating Revenue
1. Contractual Adjustments $ (1,810,128,876) $ (1.,846,772,355)
2. Provision for Charity Care $ (79,719.411) % (81,333,217)
3. Provisions for Bad Debt $ (72,245,718) § (73,708,228)
Total Deductions $ (1,962,094,003) $ (2,001,813,800)
NET OPERATING REVENUE $ 542,490,338 $ 553,201,975
D. Operating Expenses
1. Salaries and Wages $ 200,873,372 § 206,038,948
a. Direct Patient Care
b. Non-Patient Care
2. Physician's Salaries and Wages
3. Supplies $ 157,108,016 § 161,148,141
4. Rent
a. Paid to Affiliates 3 663,549 § 676,081
b. Paid to Non-Affiliates $ 1,074,573 § 1,098,177
5. Management Fees:
a. Paid to Affiliates $ 50,067,107 $ 51,068,448
b. Paid to Non-Affiliates ;
6. Other Operating Expenses $ 80,053,748 § 81,451,378
Total Operating Expenses §$ 489,840,371 § 501,481,174
E. Earnings Before Interest, Taxes and Depreciation $ 52,649,968 $ 51,720,801
F. Non-Operating Expenses
1. Taxes $ 1,387,028 § 1,387,028
2. Depreciation $ 21,784,394 § 21,784,394
3. Interest
4. Other Non-Operating Expenses $ 44,092 § 44,092
Total Non-Operating Expenses § 23215514 § 23,215,514
Non-Operating Revenue § (5,062,196) $ (5,062,196)
NET INCOME (LOSS) $ 24,372,257 § 23,443,090

G. Other Deductions
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1. Annual Principal Debt Repayment $ 5,075,000 % -
2. Annual Capital Expenditure $ 298,391 § 299,391
Total Other Deductions $ 5,374,391 § 299,391
NET BALANCE § 18,997,866 $ 23,143,699
DEPRECIATION $ 20,427,449 § 20,427,449
FREE CASH FLOW (Net Balance + Depreciation) $ 39,425,316 $ 43,571,148

PROJECTED DATA CHART-OTHER EXPENSES - BMH MEMPHIS
OTHER EXPENSES CATEGORIES Year 2019 Year 2020
1 Purchased Sv¢s $ 12,796,644 3 13,180,543
2 Insurance Expense $ 5851,164 3 5,851,164
3 Utilities $ 5,742,335 § 5,799,758
4 Repairs & Maintenance $ 10,608,355 $ 10,926,606
5 Loss on Asset Impairment

8 Professional Fees b 31,902,867 $ 32,540,925
7 Medicaid Assessment $ 9,067,320 $ 9,967,320
8 Misc $ 3,185,063 $ 3,185,063
Total Other Expenses $ 80,053,748 $ 81,451,378
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20. Section B. Economic Feasibility Item F.1 and F.3.

For both funding entities please provide copies of the balance sheet and income statement from
the most recent reporting period of the institution and the most recent audited financial
statements with accompanying notes, if applicable.

For BMH (60%) and Regional One Health (ROH) (40%) that is funding the proposed project,
please provide the capitalization ratio using the most recent year available from the funding
entity’s audited balance sheet.

Resgonse:

Following this sheet are the audited financial statements for
Shelby County Health Care Corporation.

As explained in previous CON applications, Baptist Memorial
Hospital does not receive a separate audit. It ig part of the
consolidated financials that are audited. The 2015 financials
that are presented in the CON application represent the
statements for BMH that were included in the consolidated
audited financials ending September 30, 2015 referenced in the
December 15, 2016 letter from Deloitte which follows.
Therefore, the audited 2015 financial statements that are
available for BMH are already provided.

For BMH (60%) and Regional One Health (ROH) (40%) that is funding the proposed project,
please provide the capitalization ratio using the most recent year available from the funding
entity’s audited balance sheet.

Re sponse:

~ Baptist Memorial Health Care Corporation does not have long term
debt, therefore, the ratio cannot be calculated.

Regional One Capitalization Ratio is shown on the following
page.
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Independent Auditors® Report

The Board of Directors
Shelby County Health Care Corporation:

We have audited the accompanying statements of net position and statements of revenues, expenses, and
changes in net position and cash flows of Shelby County Health Care Corporation, a component unit of
Shelby County, Tennessee (d/b/a Regional One Health) as of and for the years ended June 30, 2016 and
20135, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with U.S. generally accepted accounting principles; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial statements
that are free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors® judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements,

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
net position of Shelby County Health Care Corporation as of June 30, 2016 and 2015, and the respective
changes in net position and cash flows for the years then ended, in accordance with U.S. generally accepted
accounting principles,

KPMG LLP 16 a Deawsie  milad - ake ly partnecsfep
g U S mambet fam of KEMG miersal onal Coopuiat ve
{“KPMEG nwwenst anas}, # Swass enidty
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Other Matters

Qur audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise Shelby County Health Care Corporation’s basic financial statements. The supplementary
information included in schedules 1, 2, 3, 4, 5, 6, and 7 is presented for the purpose of additional analysis
and is not a required part of the basic financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other records used
to prepare the basic financial statements. The information, except for the portion marked “unaudited,” on
which we express no opinion, has been subjected to the auditing procedures applied in the audit of the basic
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the information
is fairly stated in all material respects in relation to the basic financial statements as a whole.

Management has omitted management’s discussion and analysis that accounting principles generally
accepted in the United States of America require to be presented to supplement the basic financial statements.
Such missing information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context. Qur
opinion on the basic financial statements is not affected by this inissing information.

Gther Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 11,
2016, on our consideration of Shelby County Health Care Corporation’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements, and other matters, The purpose of that report is to describe the scope of our testing of internal
control over financial reporting and compliance and the results of that testing, and not to provide an opinion
on internal control over financial reporting or on compliance. That report is an integral part of an audit
perforimed in accordance with Government Auditing Standards in considering Shelby County Health Care
Corporation’s internal control over financial reporting and compliance.

KPme LLP

Memphis, Tennessee
November 11, 2016

[3e)
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Statements of Net Position

June 30, 2016 and 2015

Assets 2016 2015
Assets:
Cash and cash equivalents 16,710,050 0,764,159
Investments : 111,841,180 109,959,639
Patient accounts receivable, net of allowances for uncollectible
accounts of $130,031,000 in 2016 and $169,265,000 in 2015 64,422,437 68,627,756
Other receivables 13,811,415 10,968,415
Other current assets 7,282,171 7,035,719
Total current assets 214,067,253 206,355,688
Restricted cash 437,060 514,785
Restricted investments 6,062,721 6,901,313
Equity investments 12,980,671 10,999,876
Notes receivable 19,221,600 19,221,600
Capital assets, net 90,988,913 96,007,465
Total assets 343,758,218 340,000,727
Liabilities and Net Position
Liabilities:
Accounts payable 14,452,736 14,092,765
Acerued expenses and other current liabilities 44,527,850 38,317,676
Total current liabilitics 58,980,586 52,410,441
Accrued professional and general liability costs 2,426,000 4,530,000
Obligation under reverse repurchase agreement 11,893,738 —
Net postemployment benefit obligation 960,000 750,000
Notes payable 26,550,000 26,550,000
Total liabilities 100,810,324 84,240,441
Net position:
Net investment in capital assets 64,438,913 69,457,465
Restricted for:
Capital assets 1,896,509 2,855,282
Indigent care 702,167 834,684
Notes payable 437,060 514,785
Unrestricted 175,473,245 182,098,070
Total net position 242,947,894 255,760,286
Total liabilities and net position 343,758,218 340,000,727

Sce accompanying notes to basic financial statements.
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Statements of Revenues, Expenses, and Changes in Net Position

Years ended June 30, 2016 and 2015

2016 2015
Operating revenues:
Net patient service revenue (including additional incremental
reimbursement from various state agencies for participation
$74,008,000 in 2016 and $67,387,000 in 2015) $ 362,356,166 347,134,962
Other revenue 33,331,773 26,239,916
Total operating revenues 395,687,939 373,374,878
Operating expenses:
Salaries and benefits 191,513,277 179,221,725
Supplies and services 93,353,541 84,128,275
Physician and professional fees 26,080,862 25,475,185
Purchased medical services 56,015,982 44,448,420
Plant operations 14,630,265 13,783,854
Insurance 422,542 2,843,248
Administrative and general 38,928,298 34,746,038
Community services 933,161 757,581
Depreciation 18,571,929 18,204,987
Total operating expenses 440,449,857 403,609,313
Operating loss (44,761,918) (30,234,435)
Nonoperating revenues (expenses):
Interest expense (397,898) {347,791)
Investment income 3,066,749 3,578,035
Appropriations from Shelby County 27,408,000 26,816,000
Other 1,872,675 8,730,159
Total nonoperating revenues, net 31,949,526 38,776,403
Increase (decrease) in net position (12,812,392) 8,541,968
Net position, beginning of year 255,760,286 247,218,318
Net position, end of year $ 242,947,894 255,760,286

See accompanying notes to basic financial statements,
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Statements of Cash Flows
Years ended June 30, 2016 and 2015

2016 2015
Cash flows from operating activities:
Receipts from and on behalf of patients and third-party payors $ 367,284,642 335,009,250
Other cash receipts 33,212,527 25,607,911
Payments to suppliers (232,319,636) (208,312,598)
Payments to employees and related benefits (186,503,501) (180,016,276)
Net cash used in operating activities (18,325,968) (27,711,673)
Cash flows from noncapital financing activity:
Appropriations received from Shelby County 25,328,013 26,816,000
Net cash provided by noncapital financing activity 25,328,013 26,816,000
Cash flows from capital and related financing activities:
Capital expenditures (13,661,497) (11,893,966)
Proceeds from pledges — 22,169
Proceeds from sale of capital assets —_ 31,398
Interest payments (389,920) (351,916)

Net cash used in capital and related financing activities (14,051,417)

{12,192,315)

Cash flows from investing activities:

Purchases of investments (300,665,214) (238,329,755)
Proceeds from sale of investments 312,242,913 249,085,424
Investment in equity investees —- (1,300,000)
Investment income proceeds 2,339,839 3,345,720
Net cash provided by investing activities 13,917,538 12,801,389

Net increase (decrease) in cash and cash equivalents 6,868,166 (286,599)

Cash and cash equivalents, beginning of year 10,278,944 10,565,543
Cash and cash equivalents, end of year $ 17,147,110 10,278,944

3 (Continued)
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Statements of Cash Flows
Years ended June 30, 2016 and 2015

2016 2015
Reconciliation of operating loss to net cash used in operating
activities:
Operating loss (44,761,918) (30,234,435)
operating activities:
Depreciation 18,571,929 18,204,987
Changes in operating assets and liabilities:
Patients accounts receivable, net 4,205,319 (20,725,209)
Other receivables (763,013) 937,865
Other current assets (246,452) (786,317)
Accounts payable 359,971 6,069,016
Accrued expenses and other current liabilities 6,202,196 (855,580)
Accrued professional and general liability costs (2,104,000) (322,000)
Net postemployment benefit obligation 210,000 —
Net cash used in operating activities (18,325,968) (27,711,673)
Reconciliation of cash and cash equivalents to the statements of net
position:
Cash and cash equivalents in current assets 16,710,050 9,764,159
Cash and cash equivalents held for payment of outstanding
debt fees 437,060 514,785
Total ¢ash and cash equivalents 17,147,110 10,278,944
Supplemental schedule of noncash investing and financing activities:
Net decrease in the fair value of investments (619,180) (347,515)
Equity in net income of equity investees 1,980,795 8,707,269
(Loss) gain on capital asset disposals (108,121) 721

See accompanying notes to basic financial statements.

66



SUPPLEMENTAL #1

January 30, 2017
3:16 pm

SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements
June 30, 2016 and 2015

(1)  Organization and Summary of Sigrificant Accounting Policies

Shelby County Health Care Corporation (d/b/a Regional One Health) was incorporated on June 15, 1981,
with the approval of the Board of County Commissioners of Shelby County, Tennessee (the County).
Regional One Health is a broad continuum healthcare provider that operates facilities owned by the County
under a long-term lease. The lease arrangement effectively provided for the transfer of title associated with
operating fixed assets and the long-term lease (for a nominal amount) of related real property. The lease
expires in 2063,

Regional One Health is a component unit of the County as defined by Governmental Accounting Standards
Board (GASB) Statement No. 61, The Financial Reporting Entity: Omnibus — an amendment of
GASB Statement No. 14 and No. 34. Regional One Health’s component unit relationship to the County is
principally due to financial accountability and financial benefit or burden as defined in GASB Statement
No. 61. Regional One Health is operated by a 15-member board of directors, all of whom are appointed by
the Mayar of the County and approved by the County Commission.

Regional One Health Foundation is a component unit of Regional One Health principally due to Regional
One Health’s financial accountability and financial benefit or burden for Regional One Health Foundation
as defined in GASB Statement No. 61. Regional One Health Foundation is operated by a board of directors,
all of whom are appointed by Regional One Health's board. Regional One Health Foundation is a blended
component unit of Regional One Health because it provides services entircly to Regional One Health.
Regional One Health Foundation issues separate audited financial statements, which can be obtained by
writing to Regional Medical Center Foundation, 877 Jefferson Avenue, Memphis, Tennessee 38103 or by
calling 901-545-7482.

GASB Statement No. 34, Basic Financial Statements —~ and Management's Discussion and Analysis - for
State and Local Governments, requires a management’s discussion and analysis (MD&A) section providing
an analysis of Regional One Health’s overall financial position and results of operations; however, Regional
One Health has chosen to omit the MD&A from these accompanying financial statements,

The significant accounting policies used by Regional One Health in preparing and presenting its financial
statements follow:

(@) Presentation

The financial statements include the accounts of Regional One Health and its wholly owned
subsidiaries, Such subsidiaries include Regional One Properties, Inc., Regional Med Extended Care
Hospital, LLC, and Shelby County Health Care Properties, Inc. All material intercompany accounts
and transactions have been eliminated.

() Use of Estimates

The preparation of financial statements in conformity with U.S. generally accepted accounting
principles requires that management make estimates and assumptions affecting the reported amounts
of assets, liabilities, revenues, and expenses, as well as disclosure of contingent assets and liabilities,
Actual results could differ from those estimates.

i (Continued)
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements
June 30, 2016 and 2015

Significant items subject to estimates and assumptions include the determination of the allowances for
contractual adjustments and uncollectible accounts, reserves for professional and general liability
claims, reserves for employee healthcare claims, net postretirement benefit cost and obligation, and
estimated third-party payor settlements.

In addition, laws and regulations governing Medicare, TennCare, and Medicaid programs are
extremely complex and subject to interpretation. As a result, there is at least a reasonable possibility
that recorded estimates related to these programs will change by a material amount in the near term,

(c) Enterprise Fund Accounting
Regional One Health’s financial statements are prepared using the economic resources measurement
focus and accrual basis of accounting,

(d)  Cash Equivalents
Regional One Health considers investments in highly liquid debt instruments purchased with an
original maturity of three months or less to be cash equivalents.

(e)  Investments and Investment Income

Investments are carried at fair value, principally based on quoted market prices. Investment income
(including realized and unrealized gains and losses) from investments is reported as nonoperating
revenue.

(N  Inventories

Inventories, consisting principally of medical supplies and pharmaceuticals, are stated at the lower of
cost (first-in, first-out method) or replacement market.

(g} Equity Investments

Equity investments consist of Regional One Health's equity interests in investments as measured by
its ownership interest if Regional One Health has an ongoing financial interest in or ongoing financial
responsibility for the equity investee. The investments are initially recorded at cost and are
subsequently adjusted for additional contributions, distributions, undistributed earnings and losses,
and impairment losses.

()  Capital Assets

Capital assets are recorded at cost, if purchased, or at fair value at the date of donation. Depreciation
is provided over the useful life of each class of depreciable asset using the straight-line method.
Maintenance and repairs are charged to operations, Major renewals and betterments are capitalized.
When assets are retired or otherwise disposed of, the cost and related accumulated depreciation are
removed from the accounts and the gain or loss, if any, is included in nonoperating revenues (expenses)
in the accompanying statements of revenues, expenses, and changes in net position.

8 {Continued)
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements
June 30, 2016 and 2015

Regional One Health capitalizes interest cost on qualified construction expenditures, net of income
earned on related trusteed assets, as a component of the cost of related projects. No such interest costs
wete capitalized in 2016 or 2015,

All capital assets other than land are depreciated using the foliowing lives:

Land improvements 5 to 25 years
Buildings and improvements 10 to 40 years
Fixed equipment 5 to 25 years
Movable equipment 3 to 20 years
Sofiware 3 years

(i)  Impairment of Capital Assels

Capital assets are reviewed for impairment when service utility has declined significantly. If such
assets are no longer used, they are reported at the Jower of carrying value or fair value. lf such assets
will continue to be used, the impairment loss is measured using the method that best reflects the
diminished service utility of the capital asset, No charge related to impairment matters was required
during 2016 or 2015,

() Compensated Absences

Regional One Health’s employees accumulate vacation, holiday, and sick leave at varying rates
depending upon years of continuous service and payrol! classification, subject to maximum limitations.
Upon termination of employment, employees are paid all unused accrued vacation and holiday time at
regular rate of pay up to a designated maximum number of days. Since the employees’ vacation and
holiday time accumulates and vests, an accrual for this liability is included in accrued expenses and
other current liabilities in the accompanying statements of net position. An accrual is recognized for
unused sick leave expected to be paid to employees eligible to retire.

(k)  Net Position

Net position of Regional One Health is classified into the following components:

. Net investment in capital assets consists of capital assets net of accumulated depreciation, net
of the related debt.

. Restricted includes those amounts with limits on their use that are externally imposed (by
creditors, grantors, contributors, or the laws and regulations of other governments).

) Unrestricted represents remaining amounts that do not meet either of the above definitions.

When Regional One Health has both restricted and unrestricted resources available to finance a
particular program, it is Regional One Health’s policy to use restricled resources before unrestricted
resources.

9 (Continued)
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SHELBY COUNTY HEALTH CARLE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements
June 30, 2016 and 2015

Regional One Health Foundation historically and to-date does not maintain donor-restricted
endowment funds, or any Board-designated endowments. Regional One Health Foundation’s Board
has interpreted Tennessee’s State Prudent Management of Institutional Funds Act as requiring the
preservation of the fair value of the original gift as of the gift date of the donor-restricted endowment
funds, absent explicit donor stipulations to the contrary, In all material respects, income from Regional
One Health Foundation’s donor-restricted endowment funds is itself restricted to specific
donor-directed purposes, and is, therefore, accounted for within restricted amounts until expended in
accordance with the donor’s wishes. Regional One Health Foundation oversees individual
donor-restricted endowment funds to ensure that the fair value of the original gift is preserved.

()  Statement of Revenues, Expenses, and Changes in Net Posifion

For purposes of presentation, transactions deemed by management to be ongoing, major, or central to
the provision of healthcare services, other than financing costs, are reported as operating revenues and
operating expenses. Other transactions, such as investment income, interest expense, appropriations
from Shelby County, pain (loss) on disposal of capital assets, and equity in earnings are reported as
nonoperating revenues and expenses.

(m) Net Patient Service Revenue

Net patient service revenue is reported at estimated net realizable amounts from patients, third-party
payors, and others for services rendered, including estimated retroactive revenue adjustments due to
future audits, reviews, and investigations. Retroactive adjustments are considered in the recognition of
revenue on an estiniated basis in the period the related services are rendered and such amounts are
adjusted in future periods as adjustments become known or as years are no longer subject to such
audits, reviews, and investigations. Changes in estimates related to prior cost reporting periods resulted
in an increase in net patient service revenue of approximately $1,332,000 and $587,000 in 2016 and
2015, respectively.

(n)  Charity Care

Regional One Health provides care to patients who meet certain criteria under its charity care policy
without charge or at amounts less than its established rates. Because Regional One Health does not
pursue collection of amounts determined to qualify as charity care, they are not reported as revenue.

When defining charity care, Regional One Health employs the Federal Poverty Guideline (FPG) to
determine the level of discount uninsured patients receive. The level by which assistance is determined
is through the scale set by the Department of Health and Human Services, which includes factors such
as residents per household and income. Regional One Health’s methodology includes all patients that
fall at or below the 150% FPG baseline. Regional One Health does not have a cap to which patients
will not qualify for a discount. Additionally, Regional One Health’s charity care guidelines provide
for an expansive definition of charity care patients, including an upfront discount from standard
charges for uninsured patients.

10 (Continued)
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements
June 30, 2016 and 2015

(o)  Inconme Taxes

Regional One Health is a not-for-profit corporation organized by the approval of the Board of County
Commissioners of the County and qualifies as a tax-exempt entity under Internal Revenue Code (IRC)
Scction 501(a) as organizations described in IRC Section 501(c)(3), and therefore, related income is
generally not subject to federal or state income taxes, except for tax on income from activities unrelated
to its exempt purpose as described in IRC Section 512(a). Thus, no provision for income faxes has
been recorded in the accompanying financial statements.

(p) Appropriations

The County has historically appropriated funds annually to Regional One Health to partially offset the
cost of medical care for indigent residents of the County. Appropriations for indigent residents from
the County were $27,408,000 and $26,816,000 for the years ended June 30, 2016 and 2015,
respectively. Appropriations from the County are reported as nonoperating revenue in the
accompanying statements of revenues, expenses, and changes in net position,

(q) Recent Accounting Pronouncements

In February 2013, the GASB issued Standard 72: Fair Value Measurement and Application, which
addresses the accounting and financial reporting issues related to fair value measurements. This
standard defines fair value as the price that would be received to sell an asset or paid to transfer a
liability in an ordinary transaction between market participants. GASB 72 requires disclosures to be
made about fair value measurements, the level of fair value hierarchy and valuation techniques.
Additional disclosures are required regarding investments that are valued by net asset per share. This
standard is effective for the financial statements for periods beginning after June 15, 2015
(the Regional One Health 2016 fiscal year). Regional One Health adopted this standard on July 1,
2015. There is no effect on the financial statements related to the adoption of this standard, but
additional disclosures are included in note 2 to the financial statements,

(r)  Subsequent Events

Regional One Health has evaluated subsequent events through November 11, 2016, the date at which
the financial statements were issued, and determined that there are no subsequent events to be
recognized in the financial statements and related notes.

(s)  Reclassifications

Certain reclassifications have been made to the 2015 financial statements to conform to the 2016
presentation.

i (Continued)
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SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements
June 30, 2016 and 2015

(2) Decposits, Investments and Reverse Repurchase Agreement
(w)  Deposits and Invesiments

The composition of cash and cash equivalents follows:

2016 2015
Cash 5 16,690,503 9,744,655
Money market funds 19,547 19,504
¥ 16,710,050 9,764,159

Investments and restricted investments include amounts held by both Regional One Health and
Regional One Health Foundation.

The composition of investments and restricted investments follows:

2016 2015
U.S. agencies $ 50,601,257 64,108,405
Certificates of deposit 8,246,030 896,146
Corporate bonds 49,200,185 36,228,983
Demand deposit accounts and imoney market funds 3,147,369 6,385,686
U.S. government funds 356,578 -
Common stock 5,723,146 8,720,123
Accrued interest 629,336 521,609
$ 117,903,901 116,860,952
The fair value hierarchy of investments follows:
2016
Level 1 Level 2 Level 3 Tatal
U.S. agencies $ — 50,601,257 e 50,601,257
Certificates of deposit e 8,246,030 o 8,246,030
Corporate bonds o 49,200,185 — 49,200,185
Demand deposit
accounts and
money market funds — 3,147,369 s 3,147,369
U.S. government funds — 356,578 — 356,578
Common stock 5,723,146 —_ e 5,723,146
Accrued interest 629,336 — — 629,336
3 6,352,482 111,551,419 —- 117,903,901
12 (Continued)
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2015
Level 1 Level 2 Level 3 Total

U.S. agencies $ — 64,108,405 64,108,405

Certificates of deposit 896,146 - 896,146

Corporate bonds 36,228,983 - 36,228,983
Demand deposit
accounts and

money market funds 6,385,686 6,385,686

U.S. government funds — — — —_

Comimon stock 8,720,123 — — 8,720,123

Accrued interest 521,609 — — 521,609

k) 9,241,732 107,619,220 — 116,860,952

At June 30, 2016, Regional One Health and Regional One Health Foundation had investments in debt
securities with the following maturities:

Less than 6 months
Fair value 6 months to 1 year 1S years Over 5 years
U.S. agencies § 50,601,257 — — 27,768,700 22,832,587
Corporate bonds 49,200,185 3,378,292 6,376,187 34,405,251 5,040,453
§ 99,801,442 3,378,292 6,376,187 62,173,951 27,873,012

At June 30, 2015, Regional One Health and Regional One Health Foundation had investments in debt
securities with the following maturities:

Investment and restricted investment maturities (in years)
Less than 6 monihs

Fair value 6 months to 1 year 1§ years 5+ years
U.S. agencies §  64,108.405 7,005,393 9,653,516 30,139,605 17,307,891
Corporate bonds 36,228,983 564,746 2,669,948 29,654,286 3,340,003
$ 100,337,388 7,570,139 12.325,464 59,793,891 20,647,894

There were no investments that represented 5% or more of total investments for Regional One Health
as of June 30, 2016 and 2015. At June 30, 2016, Regional One Health Foundation had one investment
totaling $356,578 in the SEI Daily Income Trust Government Fund that represented 5% or more of
total investments for Regional One Health Foundation. At June 30, 2015, Regional One Health
Foundation had one investment totaling $512,878 in the SEI Daily Income Trust Government Fund
that represented 5% or more of total investments for Regional One Health Foundation.
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Regional One Health and Regional One Health Foundation have separate investinent policies that are
included below. The summary of investments throughout the financial statements includes the
combined investment totals of Regional One Health and Regional One Health Foundation.

At June 30, 2016, Regional One Health’s and Regional One Health Foundation’s corporate bonds,
collectively, had the following credit ratings per Standard and Poor’s:

Fair value Credit rating
$ 6,678,364 BBB-
6,559,437 BBB
17,069,371 BBB+
472,500 BB
5,418,430 A-
9,487,056 A
021,745 A+
2,389,373 AA-
—_ AA+
203,909
$ 49,200,185

At June 30, 2015, Regional One Health’s and Regional One Health Foundation’s corporate bonds,
collectively, had the following credit ratings per Standard and Paor’s:

Fair value Credit rating
$ 4,784,327 BBB-
6,717,033 BBB
6,345,414 BBB+
7,610,862 A-
8,436,865 A
895,896 A+
1,159,164 AA-
279,422 AA+
$ 36,228,983

As of June 30, 2016, Regional One Health’s investment strategy, per its investment policy, is to
provide liquidity to fund ongoing operating needs and to act as a repository for both the accumulation
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of cash reserves needed to cushion economic down cycles and to provide cash earmarked for strategic
needs.

The portfolio objectives of Regional One Health, listed in order of importance, are as follows:
1. Preserve principal

2. Maintain sufficient liquidity to meet future cash needs

3. Maintain a diversified portfolio to minimize risk

4. Maximize return subject to the above criteria

The duration of the bond investment portfolio should not exceed six years.

The authorized investments are as follows:

1. Commercial Paper — Any commercial paper issued by a domestic corporation with a maturity
of 270 or less days that carries at least the second highest rating by a recognized invester service,
preferably Standard and Poor’s and Moody’s Investors Service. Commercial paper shall not
represent more than 50% of the portfolio.

2. US Treasury Securities — U.S. Treasury notes, bills, and bonds. There is no upper limit
restriction as to the maximum dollar amount or percentage of the portfolio that may be invested
in U.S. Treasury securities.

3. Bank Obligations — Any certificate of deposit, time deposit, Eurodollar CD issued by a foreign
branch of a U.S. bank, bankers’ acceptance, bank note, or letter of credit issued by a (U.S.) bank
possessing at least the second highest rating by a recognized investor services, preferably
Standard and Poor’s and Moody’s Investors Service. Bank obligations (excluding repurchase
agreements, commercial paper, and investments held by money market and mutual funds) may
not represent more than 30% of the portfolio. In addition, brokered CDs may be purchased from
institutions, irrespective of the institutions’ debt ratings, so long as the obligations are fully
backed by the FDIC,

4, Repurchase Agreements ~ Any Repurchase Agreement purchased from one of the top 25
U.S. banks or one of the primary dealers regulated by the Federal Reserve that is at least 102%
collateralized by U.S, government obligations. Repurchase Agreements may not represent more
than 20% of the portfolio.

5. Money Market Funds — Any open-end money market fund regulated by the U.S. government
under Investment Company Act Rule 2a-7. Any investment fund regulated by a Registered
Investment Advisor under Rule 3¢-7. Such fund investment guidelines must state that “the fund
will seek to maintain a $1 per share net asset value.” Regional One Health’s investment in any
one fund may not exceed 30% of the assets of the fund into which it is invested.
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6.  United States Government Obligations — Any obligation issued or backed (federal agencies) by
the U.S. government. No more than 25% may be invested in obligations of any one federal
agency.

7. Corporate Bonds — Obligations of United States and toreign corporations (including trusts and
municipalities of the United States) that carry at least the fourth highest rating, by a recognized
rating service, preferably Standard and Poor's or Moody’s Investors Service. Corporate bonds,
held directly and initially qualifying in onc of the above categories, which have been
downgraded below the third highest rating, may be sold at the discretion of management.
Corporate bonds may not represent more than 40% of the portfolio, foreign corporate bonds may
not represent more than 20% of the portfolio, and corporate bonds in the fourth highest rating
category may not represent more than 20% of the portfolio,

8. Bond Mutual Funds — Any publicly available investment registered under the Investment
Company Act of 1940 as an open-end mutual fund that is managing a porifolio or debt
obligations. Each mutual fund should have a minimum of $2 billion invested and hold at least
100 different debt obligations. Bond mutual funds can only hold the Authorized Investiments
meeting all the criteria described above. Additionally, bond mutual funds can hold corporate
bonds in the fifth and sixth highes ratings category as long as such holdings do not exceed 10%
of the portfolio. Corporate bonds, held via bond mutual funds and initially qualifying in one of
the above categories, which have been downgraded below the sixth highest rating, may not
exceed 2% of the portfolio.

9. Equify Mutual Funds — Any publicly available investment registered under the Investment
Company Act of 1940 as an open-end mutual fund that is managing a portfolio of equity
securities. Each mutual fund should have a minimum of $2 billion invested and hold at least 100
different equity securities, Such holdings should not represent more than 20% of the portfolio,
Equity Mutual Funds can hold equity securities (inctuding common and preferred stocks) of the
1,000 largest corporations in terms of market capitalization and inclusion in the Russell 1000
Index (representing large cap stocks) that are traded on U.S. exchanges reported in the Wall
Street Journal.

10.  Debt Buy Back — Any debt obligation backed directly by Regional One Health may be purchased
so long as it is purchased at a discount.

11, Notwithstanding the above criteria, direct investments other than mutual funds that meet the
following criteria are not permitted: corporations with more than 25% of revenues derived from
the manufacture and sale of firearms, ammunition, and ammunition magazines to the general
citizenry.

The Finance Committee of the Board of Directors meets periodically to review asset allocation,
portfolio performance, and overall adherence to the investment policy guidelines.

As of June 30, 2016 and 2015, Regional One Health Foundation utilized one investment manager. This
manager is required to make investments in adherence to Regional One Health Foundation’s current
investment policy and objectives,
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Regional One Health Foundation follows an investment strategy focused on maximizing total return
(i.e., aggregate return from capital appreciation and dividend and interest income) while adhering to
certain restrictions designed to promote a conservative portfolio.

Specifically, the primary objective of Regional One Health Foundation’s investiment management
strategy is to maintain an investment portfolio designed to generate a high level of current income with
above-average stability.

Guidelines for investments and cash equivalents for Regional One Health Foundation follow:

1. Regional One Health Foundation’s assets may be invested only in investment grade bonds rated
Baa or higher as determined by Moody’s Investors Service, or the equivalent by another
acceptable rating agency.

2. The overall market-weighted quality rating of the bond portfolio shall be no lower than A,

3. Regional One Health Foundation’s assets may be invested only in commercial paper rated P-2
(or equivalent) or higher by Moody’s Investors Service or by another acceptable rating agency.

4. The market-weighted maturity of the base portfolio shall be no longer than 10 years.

5. Quality of the equity sccurities will be governed by the Federal Employee Retirement and
Income Security Act, the Tennessee guidelines for investing trust funds and the “prudent man
rule.”

6.  Conservative option strategies may be used, with a goal of increasing the stability of the
portiolio.

Regional One Health Foundation limits investments in common stock to 40% of its investment
portfolio. The remainder of the portfolio is to be invested in fixed-income investments,

Investment income comprises the following:

2016 2015
Dividend and interest income $ 3,685,929 3,925,550
Net decrease in fair value of investments (619,180) (347,515)
A 3,066,749 3,578,035

(b))  Reverse Repurchase Agreement

In November 2013, Regional One Health entered into a Master Repurchase Agreement with a financial
institution which allows Regional One Health to enter into transactions using reverse repurchase
agreements, whereas Regional One Health in exchange for a predetermined amount cash, sells or
pledges (i.e., reverse repurchases) its own investments (with a market value approximately 5% higher
than the predetermined amount) and agrees to repurchase the investments at a future date or on demand
for the same predetermined amount of cash plus interest for the period between the two transaction
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dates. Also, Regional One Health is entitied to any maturity or interest payments received on the
investments subject to the reverse repurchase agreement (prior to repurchase) and occasionally
Regional One Health's investments are substituted, especially when they are redeemed by the issuer,

Regional One Health uses these agreements as a cash management strategy primarily related to the
$50,000,000 cash influx received in July each year, from the County and State appropriations, that is
used by operations over the remainder of the fiscal year. Therefore, it allows Regional One Health to
invest this excess working capital cash for longer periods of time at rates higher than the interest
charged under the reverse repurchase agreements. Consequently, the outstanding amount of repurchase
obligations can be as high as $50,000,000 during any given fiscal year and should be zero shortly
following the $50,000,000 cash influx in July.

These transactions are formally approved within the investment policy of Regional One Health and
the Master Repurchase Agreement, which stays in effect with the financial institution, until either party
terminates, There were no violations of the Master Repurchase Agreement or the Regional One Health
investiment policy during the years ended June 30, 2016 and 2015,

During the fiscal year ended June 30, 2016, the outstanding balance of reverse repurchase agreement
obligations ranged between zero and approximately $45,000,000, and was $11,893,738 at June 30,
2016, which is reported as a liability obligation under reverse repurchase agreements on the statement
of net position, During the fiscal year ended June 30, 2015, the outstanding balance of reverse
repurchase agreement oblipations ranged between zero and approximately $40,000,000, and there was
no outstanding obligations at June 30, 2015. Interest expense related to the reverse repurchase
agreements was $132,000 and $82,000 for the years ended June 30, 2016 and 2015, respectively, and
is reported within interest expense on the statements of revenues, expenses and changes in net position.
In July 2016, Regional One Health repurchased the outstanding reverse repurchase agreement
obligations of $11,893,738 as of June 30, 2016.

Business and Credit Concentrations

Regional One Health grants credit to patients, substantially all of whom are local area residents. Regional
One Health generally does not require collateral or other security in extending credit to patients; however, it
routinely obtains assignment of (or is otherwise entitled to receive) patients’ benefits payable under their
health insurance programs, plans, or policies (e.g., Medicare, Medicaid, Blue Cross, and commercial
insurance policies).
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The mix of receivables from patients and third-party payors follows, before application of related valuation
allowances:

2016 2015
Patients 32% 33%
Commercial insurance 30 29
Medicare 21 19
Medicaid/TennCare 17 19

100% 100%

Other Receivables
The composition of other receivables follows:

2016 2018
Accounts receivable from University of Tennessee

Center for Health Services $ 1,497,523 1,741,599
Accounts receivable from the County 2,234,667 154,680
Accounts receivable from the State of Tennessee 4,435272 3,547,429
Grants receivable 343,803 1,025,254
Accounts receivable from UT Regional One Physicians 1,648,543 1,295,326
Other 3,651,607 3,203,927
$ 13,811,415 10,968,415

Other Current Asscts
The composition of other current assets follows:

2016 2015
Inventories $ 3,383,077 3,280,696
Prepaid expenses 3,899,094 3,755,023

h) 7,282,171 7,035,719
19 (Continued)
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(6) Capital Asscts

Capital assets and related activity consist of the following;

Bulances st

Balances at

June 30, 2018 Additions Retirements Transfers June 30, 2016
Capilal assets not being depreciated:
Construction in progress 3 2,871,413 7,643,499 - (9,449,804) 1,065,108
Land 4.313,278 — — — 4,313,278
Total book value of
capital asscts not
being depreciated 7,184,691 7,643,499 (9,449,804) 5,378,386
Capital assets being depreciated:
Land improvements 7,390,983 — — 63,149 7,454,132
Buildings 66,758,749 -— — — 66,758,749
Fixed equipment 141,514,569 1,417,446 e 3,895,583 146,827,598
Movable equipment 155,015,751 3,631,073 — 2,859,061 161,505,885
Soflware 36,230,377 969,479 (129,744) 2,632,011 39,702,123
Total book value of
capital assels being
depreciated 406,910,429 6,017,998 (129,744) 9,449 804 422,248,487
1.ess uccumulated depreciation for:
Land improvemenis (5,961,366) (186,154) (6,147,520)
Buildings (38,019,940) (693,881) — —_ (58,713,821)
Fixed equipment (102,415,516) (5,076,784) —_ —_ (107,492,300)
Movable equipment (128,303,012) (8,446,819) — — (136,749,831)
Soflware (23,387,821) (4,168,291} 21,624 —_ (27,534,488)
Total accumulaled
depreciation (318,087,653) (18,571,929) 21,624 — (336,637,960)
Capital asscts being
depreciated, net 88,822,774 (12,553,951) (108,120) 9,449,804 85,610,527
Capital assets, net $ 96,007,465 (4.910,432) (108,120) - 90,988,913
20 {(Continved)
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Balanges at Balances nt
Junre 30, 2014 Additions Retirements Transfers June 30, 2015
Capital assets nat being depreciated:
Construction in progress $ 1,585,034 5,039,260 — (3,752.881) 2,871,413
Land 5,835,326 — — (1,522,048) 4,313,278
Total book value of
capital ussets nol
being deprecinted 7,420,360 5,039,260 (5.274,929) 7,184,691
Capital assets being depreciated:
Land improvements 7,209,474 121,509 : — 7,390,983
Buildings 65,236,701 - — 1,522,048 66,758,749
Fixed equipment 138,900,279 1,801,265 — 813,025 141,514,569
Movable equipment 150,758,409 4,084,035 (223,349) 396,656 155,015,751
Soflware 32,839,280 847,897 — 2,543,200 36,230,377
Total book vaiue of
capital assels being
depreciated 395,004,143 6,854,706 (223.349) 5,274,929 406,910,429
Less aceumulated depreciation for:
Land improvements (5.786,325) (175,041) — — (5,961,366)
Buildings (57,310,792) (709,148) — —_ (58,019,940)
Fixed equipment (97,386,461) (5,029,035) -— - (102,415,516)
Movable equipment (119,918,449) (8,577,235} 192,672 - (128,303,012)
Soltware (19,673,313) (3,714.508) —— (23,387.,821)
Total accumulated
depreciation (300.075,340) (18,204,987) 192.672 - (318,087,655)
Capital assets being
deprecialed, net 94,928,803 (11,350,281) {30,677) 5,274,929 88,822,774
Capital asscts, net $ 102,349,163 (6,311,021) (30,677 — 96,007,465

(7)  Equity Investments

The composition of equity method investments follows:

2016 2015
Investment in Memphis Medical Center Air Ambulance
Service, inc. (MMCAAS) $ 10,614,448 8,586,001
Regional One RH MOB | SPE, LLC 1,066,223 1,113,875
Investment in Central Billing Office 1,300,000 1,300,000
$ 12,980,671 10,999,876

MMCAAS is a nonmember not-for-profit corporation organized to operate an air ambulance service for the
transportation of medical supplies, equipment, and injured or sick persons. MMCAAS was organized by
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Regional One Health and two other local healthcare systems. Regional One Health appoints one-third of the
board members of MMCAAS and is entitled to one-third of the net assets of MMCAAS in the event of
dissolution. MMCAAS maintains separate financial statements, which can be obtained by writing to Hospital
Wing, 1080 Eastmoreland Avenue, Memphis, Tennessee 38104 or by calling 901-522-5321.

Regional One Properties, Inc., a wholly owned subsidiary of Shelby County Health Care Corporation, is a
50% owner in Regional One RH MOB 1 SPE, LLC. This joint venture with a local developer and other
various owners was to purchase an office building in Memphis, Tennessee with intentions of converting this
building into medical space and offices. RH MOB 1 SPE, LLC maintains separate financial statements,
which can be obtained by writing to 6555 Quince, 3330 Preston Ridge Road, Suite 380, Alpharetta, Georgia
30008 or by calling 404-255-6358 extension 229.

The Central Billing Office (CBO) was formed by Regional One Health and two other lacal healthcare
entities, with Regional One Health being a one-third owner and appointing one-third of the board members,
The CBO performs billing and callection services for its three members, including billing for University of
Tennessee Regional One Physicians (UTROP) services for Regional One Health, The CBO maintains
separate financial statements, which can be obtained by writing to the Partners Central Billing Office, 1407
Union Avenue, Suite 200, Memphis, Tennessee 38104 or by calling 901-275-3702

(8) New Market Tax Credit Program and Long-term Debt

Regional One Health entered into a transaction with SunTrust Community Capital, LLC in September 2013
to obtain financing through the New Market Tax Credit (NMTC) Program sponsored by the Department of
Treasury. The NMTC Program permits certain corporate taxpayers to receive a credit against federal income
taxes for making qualified equity investments (QEI) in community development entities, The credit provided
(o the investor totals 39% of the initial value of the QEI and is claimed over a seven-year credit allowance
period.

As part of this transaction Regional One Health and SunTrust Community Capital, 1.LC contributed
approximately $19,222,000 and $7,328,000, respectively, to The Med Memphis [nvestment Fund, LLC, an
entity created to provide (unding for investments in special purposes entities called community development
entities (CDEs). Regional One Health provided funding and received a notes receivable as part of the NMTC
program as follows:

2016 2015
Notes receivable $ 19,221,600 19,221,600

The notes receivable requires interest only payments of 1.119% annually on the unpaid principal balance,
which is due on February 15 following the end of a calendar year, beginning February 15, 2014 through
February 15, 2021. Beginning on February 15, 2022, principal and interest payments will be due and will
continue annually until the maturity of the notes receivable on February 15, 2035. Additional principal
payments are required related to this notes receivable in an amount equal to 90% of net cash flow, as defined
in the borrowers operating agreement.
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Shelby Countly Health Care Properties, Inc. was formed as part of the NMTC Program with Regional One
Health as the sole member. Shelby County Health Care Properties, Inc. executed note payable agreements
on September 13, 2013 with several CDE's that provide for borrowings of $26,550,000. The proceeds from
these notes payable were used for the expansion of Regional One Health and are treated as a “qualified
low-income community investment” for purposes of generating new markets tax credits under Section 45d
of the Internal Revenue Code of 1986, as amended.

Long-term debt related to the NMTC program is summnarized as follows:

2016 20158

Note payable to RGC 2, LLC, interest paid quarterly at an interest

rate of 1.00%, the maturity date is September 13, 2038 3 5,500,000 5,500,000
Note payable to NDC New Markets Investments LXXXIII, LLC,

interest paid quarterly at an interest rate of 1.00%, the maturity

date is September 13, 2038 6,790,000 6,790,000
Note payable to CHHS Subsidiary CDE 7, L.L.C, interest paid

quarterly at an interest rate of 1.00%, the maturity date is

September 13, 2038 7,760,000 7,760,000
Note payable to ST CDE X1V, LLC, interest paid quarterly at an

interest rate of 1.00%, the maturity date is September 13, 2038 6,500,000 6,500,000

3 26,550,000 26,550,000

A schedule of changes in the long-term debt related to the NMTC program for 2016 lollows:

Date of Balance Balance Due within
Issuanece July 1, 2018 Addilions Retived June 30, 2016 one year
Nolte payable 1o RGC 2, LLC 9:432013 § 5,500,000 — — 5,500,000 e
Note payable to NDC
New Markets [nvestment
LXXXIII, LLC 9:132013 6,790,000 — - 6,790,000
Nole payable to CHHS
subsidiary COE 7, L1.C 97132013 7,760,000 e — 7,760,000 —
Nele payable to 8T CDE
X1V, LLC 9:13:2013 6,500,000 — — 6,500,000 -
$ 26,550,000 — — 26,550,000
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A schedule of changes in the long-term debt related to the NMTC program for 2015 follows:

Date of Balance Balance Due within
Issuance July 1,2014 Additions Tetired June 30, 2015 ane year
Note payeble to RCGC 2, LLC 9:13:2013 § 5,500,000 — —_ 5,500,000 _
Note payable (o NDC
New Markets Investment
LXXXIN, LLC 9132013 6.790,000 — e 6,740,000
Note payable 1o CFHHS
substdiary CDE 7, LL.C 9:13:2013 7,760,000 s - 7,760,040 o
Nate payable to ST CDE
Xiv, LLC 9:13:2013 6,500,000 e — 6,500,000
§ 26,550,000 — 26,550,000 —

The aggregate annual maturities of the long-term debt at June 30, 2016 are as follows:

2017 $ _
2018 .
2019 -
2020 —
2021 —
Thereafter 26,550,000

$ 26,550,000

The annual interest payments associated with long-term debt are as follows:

2017 $ 265,500
2018 265,500
2019 265,500
2020 556,350
2021 79,597
Thereafter 28,986,051

530418498

The principal balance is due, for each of the notes payable listed above, in its entirety on the stated maturity
date. Interest paid was approximately $265,500 and $270,000 in 2016 and 2015, respectively.
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(9)  Accrued Expenses and Other Current Liabilities

The composition of accrued expenses and other current liabilities follows:

2016 20158

Due to third-party payors b 17,624,000 16,013,000
Compensated absences 8,917,099 9,341,125
Deferred grant revenue 248,071 164,375
Accrued payroll and withholdings 12,827,951 7,487,149
Accrued employee healthcare claims 2,808,000 2,715,000
Professional and general liability costs 1,800,000 2,300,000
Other 302,729 297,027

$ 44,527,850 38,317,676

(10) Net Patient Service Revenue

Regional One Health has agrecments with governmental and other third-party payors that provide for
reimbursement to Regional One Health at amounts different from its established rates. Contractual
adjustments under third-party reimbursement programs represent the difference between billings at
established rates for services and amounts reimbursed by third-party payors. A summary of the basis of
reimbursement with major third-party payors follows:

0 Medicare ~ Substantially all acute care services rendered to Medicare program beneficiaries are paid
at prospectively determined rates. These rates vary according to patient classification systems that are
based on clinical, diagnostic, and other factors. Certain types of exempt services and other defined
payments related to Medicare beneficiaries are paid based on cost reimbursement or other
retroactive-determination methodologies. Regional One Health is paid for retroactively determined
items al tentative rates with final settlement determined after submission of annual cost reports by
Regional One Health and audits thereof by Regional One Health fiscal intermediary.

Regional One Health's classification of patients under the Medicare program and the appropriateness
of their admission are subject to an independent review by a peer review organization. Regional One
Healtl’s Medicare cost reports have been audited and settled by Regional One Health's fiscal
intermediary through June 30, 2013. Revenue from the Medicare program accounted for
approximately 24% and 21% of Regional One Health’s net patient service revenue for the years ended
June 30, 2016 and 2015, respectively.

. TennCare — Under the TennCare program, patients traditionally covered by the State of Tennessee
Medicaid program and certain members of the uninsured population enroll in managed care
organizations that have contracted with the State of Tennessee to ensure healthcare coverage to their
enrollees. Regional One Health contracts with the managed care organizations to receive
reimbursement for providing services to these paticnts. Payment arrangements with these managed
care organizations consist primarily of prospectively determined rates per discharge, discounts from
established charges, or prospectively determined per diem rates. Revenue from the TennCare program
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accounted for approximately 22% of Regional One Health’s net patient service revenue for both the
years ended June 30, 2016 and 2015,

Regional One Health has historically received incremental reimbursement in the form of Essential
Access payments through its participation in the TennCare Program, Amounts received by Regional
One Health under this program were approximately $66,200,000 and $59,700,000 in 2016 and 2015,
respectively. These amounts have been recognized as reductions in related contractual adjustments in
the accompanying statements of revenues, expenses, and changes in net position. There can be no
assurance that Regional One Health will continue to qualify for future participation in this program or
that the program will not ultimately be discontinued or materially modified. Any material reduction in
such funds has a correspondingly material adverse effect on Regional One Health’s operations.

Arkansas Medicaid - Substantially all inpatient and outpatient services rendered to Arkansas Medicaid
program beneficiaries are paid under prospective reimbursement methodologies established by the
Stale of Arkansas. Certain other reimbursement items (principally inpatient nursery services and
medical education costs) are based upon cost reimbursement methodologies. Regional One Health is
reimbursed for cost reimbursable items at tentative rates with final seftlement determined afier
submission of annual cost reports by Regional One Health and audits thereof by the Arkansas
Department of Health and Human Services (DHHS). Regional One Health’s Arkansas Medicaid cost
reports have been audited and settled by the Arkansas DMHS through June 30, 2012, Revenue from
the State of Arkansas Medicaid program accounted for approximately 2% of Regional One Health’s
net patient service revenue for both years ended June 30, 2016 and 2015.

Regional One Health has historically received incremental reimbursement in the form of Upper
Payment Limit (UPL) and additional appropriation payments through its participation in the State of
Arkansas Medicaid program. The net benefit for Regional One Health associated with this program,
totaling approximately $2,500,000 and $2,300,000 for the years ended June 30, 2016 and 2015,
respectively, has been recognized as a reduction in related contractual adjustments in the
accompanying statements of revenues, expenses, and changes in net position. There can be no
assurance that Regional One Health will continue to qualify for future participation in this program or
that the program will not ultimately be discontinued or materially modified.

Mississippi Medicaid — Inpatient and outpatient services rendered to Mississippi Medicaid program
beneficiaries are generally paid based upon prospective reimbursement methodologies established by
the State of Mississippi. Revenue from the State of Mississippi Medicaid program accounted for
approximately 2% of Regional One Health’s net patient service revenue for both the years ended
June 30, 2016 and 2015,

Regional One Health has historically received incremental reimbursement in the form of Upper
Payment Limit (UPL) and additional appropriation payments through its participation in the State of
Mississippi Medicaid program. The net benefit for Regional One Health associated with this program,
totaling approximately $5,400,000 for both the years ended June 30, 2016 and 2015, and has been
recognized as a reduction in related contractual adjustments in the accompanying statements of
revenues, expenses, and changes in net position.
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. Other — Regional One Health has also entered into payment agreements with certain commercial
insurance carriers, health maintenance organizations, and preferred provider organizations, The
reimbursement methodologies under these agreements include prospectively determined rates per
discharge, per diem amounts, and discounts from established charges.

The composition of net patient service revenue follows:

2016 2015
Gross patient service revente $ 1,152,642,901 1,106,384,701
Less provision for contractual and other adjustments 767,779,648 670,979,457
Less provision for bad debts 22,507,087 88,270,282
Net patient service revenue $§ 362,356,166 347,134,962

The composition of incremental reimbursement from various state agencies for participation in
TennCare/Medicaid programs follows:

2016 2015
TennCare essential access 3 66,150,059 59,654,700
Arkansas UPL/Disproportionate share 2,497,816 2,326,509
Mississippi disproportionate share 5,360,521 5,405,965
Total payments $ 74,008,396 67,387,174

The Health Information Technology for Economic and Clinical Health (HITECH) Act was enacted as part
of the American Recovery and Reinvestment Act of 2009 and signed into law in February 2009, In the
context of the HITECH Act, Regional One Health must implement a certified Electronic Health Record
(EHR) in an effort to promote the adoption and “meaningful vse” of health information technology (HIT).
The HITECH Act includes significanl monelary incentives and payment penalties meant to encourage the
adoption of EHR technology. Regional One Health received approximately $1,792,000 and $391,000 of
incentive payments related to EHR implementation for the years ended June 30, 2016 and 2015, respectively.
These amounts are included in net patient service revenue within the statements of revenues, expenses, and
change in net position.

(11) Charity Care

Regional One Health maintains records to identify and monitor the level of charity care it provides. These
records include the amount of charges foregone for services and supplies furnished under its charity care
policy. Charges foregone, based on established rates, were approximately $291,300,000 and $283,700,000
in 2016 and 2015, respectively, Included in the charges foregone is the upfront discount applied to all
uninsured patients of approximately $140,000,000 and $98,300,000 in 2016 and 2015, respectively, as
Regional One Health does not pursue collection on these amounts. Regional One Health’s estimated cost of
caring for charity care patients for the years ended June 30, 2016 and 2015, was approximately $88,300,000
and $82,600,000, respectively.
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(12) Retirement Plaus
(«)  Defined Benefit Plan

Regional One Health contributes to the Shelby County Retirement System (the Retirement System), a
cost-sharing single-employer defined benefit public employee retirement system (PERS) established
by Shelby County, Tennessee. The Retirement System is administered by a board, the majority of
whose members are nominated by the Shelby County Mayor, subject to appraval by the Shelby County
Board of Commissioners. The Retirement System issues a publicly available financial report that
includes financial statements and required supplementary information. That report iay be obtained by
writing to the Shelby County Retirement System, Suite 950, [60 North Main, Memphis, Tennessee
38103 or by calling 901-545-3570.

Shelby County provides office space and certain administrative services at no cost to the Retirement
System. All other costs to administer the plan are paid from plan earnings.

The Retirement System consists of three plans (Plans A, B, and C). In 1990, Plans A and B were
merged into one reporting entity, whereby total combined assets of the merged plans are available for
payment of benefits to participants of either of the two previously existing plans. In 2003, Plan C was
added and merged with Plans A and B for funding purposes. While the plans were merged, the
Retirement System has retained the membership criteria of the previous plans, which are as follows:

) Plan C, a contributory cost-sharing multiple-employer defined benefit pension plan for
employees who are also eligible for Plan A,

v Plan B, a contributory cost-sharing multiple-employer defined benefit pension plan for
employees hired prior to December 1, 1978, and

. Plan A, a contributory cost-sharing multiple-employer defined benefit pension plan for
employees hired on or after December 1, 1978, and those employees that elected to transfer to
Plan A from Plan B before January 1, 1981. Plan A was noncontributory for all years prior to
2013.

The Shelby County Board of Comimissioners establishes the Retirement System’s benetit provisions.
Regional One Health pays the established contribution rate to the Shelby County Pension Plan with
the employee contribution being withheld from employee pay and Regional One Health paying the
employer contribution rate. Regional One Health has no further obligation once the employee leaves
Regional One Health. The Retirement System provides retirement, as well as survivor and disability
defined benefits.

The Retirement System’s funding policy for employee contribution requirements is established by the
Board of Administration of the Retirement System. The Shelby County Board of Commissioners
establishes the Retirement System’s funding policy for employer contribution requirements. For fiscal
years 2016, 2015, and 2014, the employer contribution requirements were based on the actuarially
determined contribution rates, which were 13.26%, 13.35%, and 13.26%, respectively.

28 (Continued)

88



SUPPLEMENTAL #1

January 30, 2017
3:16 pm

SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Notes to Basic Financial Statements
June 30, 2016 and 2015

The actuarially determined contribution rate was calculated using a projected unit credit service pro
rata cost method for Plan A, Plan B, and Plan C participants.

For fiscal years 2016, 2015, and 2014, the following contributions were made to the defined benefit

plans:
2016 2015 2014
Regional One Health’s contributions:
Plan A k) 168,514 266,282 367,032
Plan B — 233 2,020
Plan C 39,839 157,330 82,447
Employec contributions:
Plan A 3 15,971 27,224 20,783
Plan B —_ 82 709
Plan C 15,259 24,700 23,343

The contributions as a percentage of earned compensation were the same as those for the Retirement
System. Regional One Health contributed 100% of its required contributions in 2016, 2015, and 2014.

(h)  Defined Contribution Plan

Effective October 1, 2009, Regional One Health established, under the authority of its Board of
Directors, The Regional Medical Center at Memphis 403(b) Retirement Plan, a defined contribution
pension plan covering employees 21 years of age and older who have completed one year of service.
The plan is administered by Regional One Health. The plan provides for a 100% employer match on
employee contributions up to 4% of employee compensation. Participants are immediately vested in
their contributions plus actual earnings thereon. Participants vest 20% in the employers matching
contributions after two years of service, 50% after three years, 75% after four years, and 100% after
five years. Forfeitures remain in the plan for the benefit of other participants. Regional One Heaith
contributed approximately $2,800,000 and $2,400,000 to the 403(b) plan for the years ended June 30,
2016 and 2015, respectively. 403(b) plan participants contributed approximately $5,100,000 and
$4,300,000 to the 403(b) plan for the years ended June 30, 2016 and 2015, respectively.

Effective December 1, 2010, Regional One Health established, under the authority of its Board of
Directors, The Regional Medical Center at Memphis Nonqualified Supplemental Retirement Plan
(Supplemental Retirement Plan). The plan is administered by Regional One Health, The Supplemnental
Retirement Plan was formed under Section 457(f) of the IRC of 1986, and management believes that
it complies with all provisions applicable to a nonqualified deferred compensation plan under IRC
Section 409A. Plan participants contributed approximately $757,000 and $194,000 to the plan for the
years ended June 30, 2016 and 2015, respectively.

(13) Postrctirement Benefit Plan

Regional Medical Center Healthcare Benefit Plan (the Plan) is a single-employer defined benefit healthcare
plan sponsored and administered by Regional One Health. The Plan provides medical and life insurance
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benefits to eligible retirees and their spouses, Regional One Health’s Board of Directors is authorized to
establish and amend all provisions. Regional One Health does not issue a publicly available financial report
that includes financial statements and required supplemeutary inforination for the Plan.

During fiscal year 2010, Regional One Health’s Board of Directors approved a plan amendment that
eliminated medical coverage for those employees who did not have 15 years of service as of December 31,
2009 and eliminated life insurance coverage for those employees retiring January 1, 2010 or later.

Per GASB Statement No. 45, Accounting and Financial Reporting Employers for Postemployment Benefits
Other Than Pensions, for financial reporting purposes an actuarial valuation is required at least biennially
for postretirement benefit plans with a total membership of 200 or more. Regional One Health’s
postretirement benefit plan had approximately 308 members as of the last actuarial valuation of June 30,
2016.

(0} Funding Policy

The contribution requirements of employees and the Plan are established and may be amended by
Regional One Health’s Board of Directors. Monthly contributions are required by retirees who are
eligible for coverage. Regional One Health pays for costs in excess of required retiree contributions.
These contributions are assumed to increase based on future medical plan cost increases. For fiscal
2016 and 2015, Regional One Health contributed approximately $959,000 and $1,181,000,
respectively, net of retiree contributions, to the Plan. Plan members receiving benefits contributed
approximately $154,000 in fiscal 2016 and $233,000 in fiscal 2015 through their required
contributions. The following table summarizes the monthly contribution rates for the year beginning
July 1, 2015:

Retiree Spouse
Pre-Medicare $ 2,004 2,244
Pre-Medicare eligible 708 1,668

(b) Annual OPEB Cost and Net OPEB Obligation

Regional One Health’s annual other postemployment benefit (OPEB) cost is calculated based on the
annual required contribution of the employer (ARC), an amount actuarially determined in accordance
with the parameters of GASB Statement No. 45. The ARC represents a level of funding that, if paid
on an ongoing basis, is projected to cover normal cost each year and amortize any unfunded actuarial
liabilities (or funding excess) over a period of 30 years. The following table shows the components of
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Regional One Health’s annual OPEB cost for fiscal 2016, the amounts actually contributed to the Plan,
and changes in Regional One Health’s net OPEB obligation:

2016 2015*
Annual required contributions and annual OPEB cost $ 1,323,070 1,290,462
Contributions made 1,113,070 1,452,462
Increase (decrease) in net OPEB obligation 210,000 (162,000)
Net OPEB obligation, beginning of year 750,000 912,000
Net OPER obligation, end of year $ 960,000 750,000

(¢)  Three-Year Trend Information

Percentage of

annual
Annual OPEB cost Net OPEB
Fiscal year ended OPEB cost contributed obligation
June 30, 2016 $ 1,323,070 79.0% $ 918,679
June 30, 2015 1,350,954 107.5 646,672
June 30,2014 1,297,799 114.6 748,180

*  Regional One Health did not obtain an actuarinl evaluation of the posiemployment benelit plan, as allowed by relevant
accounting literature, far the year ended June 30, 2013, so the results reported above are relaled to the June 30, 2014
valuation,

(d)  Funded Status and Funding Progress — Required Supplementary Information

As of July 1, 2015, the Plan was not funded. The actuarial accrued liability for benefits was
$19,271,148 resulting in an unfunded actuarial acerued liability (UAAL) of' $19,271,148.

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about future employment, mortality, and the healthcare cost trend. Amounts determined
regarding the funded status of the Plan and the annual required contributions of the employer are
subject to continual revision as actual results are compared with past expectations and new estimates
are made about the future. The schedule of funding progress, as presented below as required
supplementary information, presents multiyear trend information about whether the actuarial value of
plan assets is increasing or decreasing over time relative to the actuarial accrued liabilities for benefits.
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(¢) Schedule of Funding Progress - Required Supplementary Information

Analysis of the Plan’s funding status follows:

Astuarial AAL as ol a
Actunrial acerued Plan nssets percentage
vilue of lia bility less than Covered of covered
Actuirinl valustion dnte* plan nssels (AAL) AAL Funded ratio_ payroll payroll
July 1, 2013 $ — 20,050,142 20,050,142 — 5 18,116,596 o
July 1,2014 — 20,050,142 20,050,142 -_ 18,116,396 110
July 1,2015 - 19.271,148 19,271,148 — 18,693,833 109.0

* Al inputs for valuation 1s provided as ol beginning of the fiscal year being actuarially valuated

(N Actuarial Methods and Assamptions

Projections of benefits for financial reporting purposes are based on the substantive plan (the Plan as
understood by the employer and the plan members) and include the types of benefits provided at the
time of each valuation and the historical patlern sharing of benefit costs between the employer and
plan members to that point. The actuarial methods and assumptions used include techniques that are
designed to reduce the effects of short-term volatility in actuarial accrued liabilities and the actuarial
value of assets, consistent with the long-term perspective of the calculations.

In the July 1, 2015 actuarial valuation, the projected unit credit actuarial method was used. The
actuarial assumptions included a 3% investment rate of return, which is a long-term rate of return on
general account assets, and an annual inflation rate and annual healthcare cost trend rate of 7.1%,
reducing each year until it reaches an annual rate of 4.4% in 2084, The UAAL is being amortized,
using a level percentage of pay method, over a 30-year period under the Projected Unit Credit Method.

(14) Transactions with University of Tennessee Center for Health Services

Regional One Health contracts with University of Tennessee Center for Health Services (UTCHS) and
University of Tennessee Medical Group (UTMG) to provide, among other things, Regional One Health’s
house staff, professional supervision of certain ancillary departments, and professional care for indigent
patients, Regional One Heaith also provides its facilities as a teaching hospital for UTCHS.

Operating expenses include approximately $2 1,600,000 and $26,100,000 for the years ended June 30, 2016
and 2015, respectively, for all professional and other services provided by UTCHS/UTMG.

On QOctober 1, 2014, Regional One Health and the University of Tennessee Health Science Center created a
jointly governed physician’s group known as the University of Tennessee Regional One Physicians
(UTROP). The UTROP physician group will replace the existing relationship between Regional One Health
and UTMG, and will provide Regional One Health’s professional supervision of certain ancillary
departments and professional care for patients. Under the UTROP professional services agreement, UTROP
assigns all physician revenue to Regional One Health for a fixed contracted fee based on the number of
physicians needed to operate the hospital. Regional One Health records the patient service revenue earned
by these physicians as gross patient service revenue and is at risk for the collection of these amounts. The
lixed fee amount paid by Regional One Health to UTROP during the 2016 and 2015 years was approximately
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$51,300,000 and $35,600,000, respectively, and is included in purchased medical services on the statements
of revenues, expenses, and changes in net position,

(15) Risk Management

Regional One Health has a self-insurance program for professional and general liability risks, both with
respect to claims incurred after the effective date of the program and claims incurred but not reported prior
to that date. Regional One Health has not acquired any excess coverage for its self-insurance because
Regional One Health is afforded sovereign immunity in accordance with applicable statutes, Presently,
sovereign immunity limits losses to $300,000 per claim. Regional One Health has recorded an accrual for
self-insurance losses totaling approximately $4,200,000 and $6,800,000 at June 30, 2016 and 2015,
respectively.

Incurred losses identified through Regional One Health’s incident reporting system and incurred but not
reported osses are accrued based on estimates that incorporate Regional One Health's current inventory of
reported claims and historical experience, as well as considerations such as the nature of each claim or
incident, relevant trend factors, and advice from consulting actuaries.

The following is a summary of changes in Regional One Health’s self-insurance liability for professional
and general liability costs for fiscal 2016 and 2015:

2016 2015
Balance at fuly | § 6,830,000 7,152,000
Provision for claims reported and claims incurred but not reported (1,777,112) 179,580
Claims paid (826,888) (501,580)
4,226,000 6,830,000
Amounts classified as accrued expenses and other current liabilities (1,800,000) (2,300,060)
Balance at June 30 $ 2,426,000 4,530,000

l.ike many other businesses, Regional One Health is exposed to various risks of loss related to theft of,
damage to, and destruction of assets; business interruption; errors and omissions; employee injuries and
illness; and natural disasters. Commercial insurance coverage is purchased for claims arising from such
matters. Claims settled through June 30, 2016 have not exceeded this commercial coverage in any of the
three preceding years.
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The following is a summary of changes in Regional One Health's self-insurance liability for employee health
coverage (included in accrued expenses and other current liabilities in the accompanying balance sheets) for
fiscal 2016 and 2015:

2016 2015
Balance at July | $ 2,715,000 1,826,000
Claims reported and claims incurred but not reported 18,433,806 16,024,010
Claims paid (18,340,806) (15,135,010)
Balance at June 30 $ 2,808,000 2,715,000

(16) Commitments

Regional One Health has outstanding service contracts for management services, equipment maintenance,
and blood supply services. Estimated future payments under the contracts follow:

2017 $ 3,712,864
2018 2,862,018
2019 2,415,295
2020 2,172,756
2021 1,519,940
Thereafter 1,294,327

5__13977.200

Expense under these contracts and other contracts was approximately $13,700,000 and §1 1,800,000 for the
years ended June 30, 2016 and 2015, respectively.

(17) Lcascs

Regional One Health has entered into noncancelable operating leases for certain buildings and equipment.
Rental expense for all operating leases was approximately $5,300,000 and $5,200,000 for the years ended
June 30, 2016 and 2015, respectively. The future minimum payments under noncancelable operating leases
as of June 30, 2016 follow:

2017 3 5,301,607
2018 4,725,940
2019 2,147,698
2020 1,756,670
2021 1,456,202
Thereafter 8,046,932

$ 23,435,049
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(18) MHealthcare Industry Environment

Management at Regional One Health continually monitors economic conditions closely, both with respect
to potential impacts on the healthcare provider industry and from a more general business perspective.
Management recognizes that economic conditions may continue to impact Regional One Health in a number
of ways, including uncertainties associated with U.S. healthcare system reform and rising self-pay and
emerging high-deductible plan funded patient volumes coupled with increases in uncompensated care and
decreasing reimbursement rates relative to governmental payors.
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Schedule 7

SHELBY COUNTY HEALTH CARE CORPORATION
(A Component Unit of Shelby County, Tennessee)

Roster of Management Officials and Board Members
June 30, 2016
(Unaudited)

Management Officials

Reginald Coopwood, M.D,, President and CEO

Eric Benink, M.D., Senior Vice President/Chief Medical Officer

Pam Castleman, MSN, Senior Vice President/Chief Nursing Officer

Sarah Colley, Senior Vice President

Susan Cooper, RN, MSN, FAAN, Senior Vice President/Chief Integration Officer
Jackie Lucas, FACHE, Senior Vice President/CIO

Tammie Ritchey, CFRE, Vice President of Development/Foundation Executive Director
Robert Sumter, Ph.D., Executive Vice President/COO

Tish Towns, FACHE, Senior Vice President, External Relations

Rick Wagers, MBA, Senior Executive Vice President/CFO

Monica Wharton, ESQ, Senior Vice President/Chief Legal Counsel

Board Members

Ken Brown, Ph.D.

Pam Brown

Tyrone Burroughs

Ronald Coleman

Judy Edge

William D, Evans, Pharm.D.
James Freeman, M.DD.

Brenda Hardy, M.D.

Edith Kelly-Green

Scot Lenaoir

Scott McCormick
Commissioner Reginald Milton
David Popwell

Phil Shannon

John Vergos

See accompanying independent auditors’ report.
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BMH Audited Financials Letter
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Deloitte

6075 Poplar Avenua
Suite 350

Mernphis, TN 38118-0112
USA

Tel: + 1 901-322-6700
www.daloitte.com

December 13, 2016

The Board of Directors

Baptist Memorial Flealth Care Corporation Affiliates
350 North Humphreys Boulevard

Memphis, TN 38120

We have performed an audit of the combined financial statements of Baptist Memorial Health
Care Corporation and affiliates (“BMHCC”) as of and for the year ended September 30, 2016, in
accordance with auditing standards generally accepted in the United States of America
(“generally accepted auditing standards™) and have issued our report thereon dated December 15,
2016.

We also performed separate audits for Baptist Memotial Hospital — Union County, Inc. (“BMH
Union County”) and Baptist Memorial Health Care Foundation (“Foundation™) as of and for the
year ended September 30, 2016, in accordance with generally accepted auditing standards and
have issued our reports thereon dated December 15, 2016.

We are not aware of any relationships between the Deloitte Entities and BMHCC, BMH Union
County and the Foundation that under the rules and standards of the American Institute of
Certified Public Accountants (AICPA) may reasonably be thought to bear on our independence.
Deloitte Entities shall mean Deloitte & Touche LLP and the member firms of Deloitte Touche
Tohmatsu Limited and their respective affiliates.

We hereby affirm that as of December 15, 2016, we are independent accountants with respect to
BMHCC, BMH Union County and the Foundation within the meaning of the rules and standards
of the AICPA,

We have not audited any financial statements of BMHCC, BMH Union County or the Foundation

subsequent to September 30, 2016, or performed any audit procedures subsequent to the dates of
these reports.

104



SUPPLEMENTAL #1

January 30, 2017
3:16 pm

Capitalization Ratio
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21, Section B. Economic Feasibility Item H.
The staffing chart on page 38 is noted. However, please include the columns representing the

average wage and area wide/statewide average wage as prescribed in the application form and
submit a replacement page.

Resgponse:
The staffing chart has been completed.
Position Existing Projected | Average Wage . Area .
Classification FTEs FTEs (Contractual | Wide/Statewide
L (enter year) Year 1 Rate) Average Wage
a) Direct Patient Care N/A
Positions
RNs 8.2 $27.84 $27.10
Respiratory Therapist 3.5 $28.85 523.16
Medical Assistant 3.3 514.00 $13.48
Manager 1 $37.30 $37.86
Lab Tech 3.2 $26.50 $16.81
Ultrasound Tech 3.2 $28.15 $23.49
CT Tech 33 $25.50 ' $24.45
Total Direct Patient 25.7
Care -
b) Non-Patient Care
Positions
Director 1 §55.25 $40.54
MM Tech 1 $11.56 $11,55
Receptionist 3.2 $15.00 513.85
Total Non-Patient 5.2
Care Positions
Total Employees 30.9
(A+B)
¢) Contractual Staff 4.3 14.00
Security
Total Staff 349
(a+b+c)
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During Agency meeting in November 15, 2015 for Baptist Memorial Hospital Satellite ED
(Lakeland), it was discussed there is a shortage of registered nurses (RNs) in Shelby County to
staff emergency departments. Please discuss how the applicant will address the recruitment and
hiring of RNs.

Response:
As stated in the application, Baptist Memorial Health Care

Corporation is a strong supporter of educational opportunities
throughout the region. Baptist’s Philosophy and Mission for the
system states that, “.. it seeks to ENCOURAGE, GUIDE, and
INSTRUCT those individuals entering into professions related to
the healing of the body, mind and spirit.”

Baptist Memorial College of Health Sciences was chartered in
1994 as a specialized college offering baccalaureate degrees in
nursing and in allied health sciences as well as continuing
education opportunities for healthcare professionals.

The four year BHS degree includes radiology training in areas of
diagnostic medical services, and radiographic technology. BMH
will participate to make student learning opportunities
available as circumstances allow.

As of January 27, 2017 how many RN vacancies are in any Baptist Health Corporation hospital
in Shelby County?

Resgonse:

Bed side RN vacancies are 4 hospitals in Memphis are shown
below. The total includes emergency department vacancies which
are also shown separately. The Restorative Care Hospital does
not provide Emergency Department services.

Memphis 109 total (5 ED)
Collierville 13 total, (2 ED)
Womens 43 total, (10 ED)
Restorative Care 11 total (0 ED)
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22. Section B. , Orderly Development, Item A

Please list all existing health care providers, managed care organizations, alliances, and/or
networks with which the applicant currently has or plans to have contractual and/or working
relationships, that may directly or indirectly apply to this project, such as, transfer agreements,
contractual agreements for health services.

Resgonse:

The list of Transfer Agreements for Baptist Memorial Hospital-
Memphis is shown below.

AMISUB (SFH), Inc.

Amisub Inc.

Baptist Skilled Rehabilitation Unit

Baptist Memorial Hospital -~ Tipton

Baptist Memorial Rehabilitation Hospital

Bright Glade Convalescent Center

East Memphis Surgery Center

Eye Care Surgery Center of Memphis

GI Diagnestic and Therapeutic Center, LLC

Hamilton Eye Surgery Center

King's Daughters & Sons Home

Lauderdale Community Hospital
Le Bonheur Children’s Medical Center

Le Bonheur Children’s Hospital

Magnolia Regional Health Center

Medical Center Endoscopy Group

Memphis Gastroenterology Group

Primacy Healthcare and Rehabilitation Center

Senior Services Health Care Center

Shea Clinic

The Village at Germantown

Trezevant Manor

Regional One Health

Plan Provider

Advanced Health Systems, Inc.

Aetna

Aetna Medicare Advantage

American PPO

AmeriChoice

Arkansas Managed Care Organization (AMCO)

Assurant (see John Alden Life Insurance Company)

Blue Cross and Blue Shield of Missigsippi

Blue Cross and Blue Shield of Tennessee BlueCare/TennCare Select
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Blue Cross and Blue Shield of Tennessee Medicare Advantage

Blue Cross and Blue Shield of Tennessee Network P

Blue Cross and Blue Shield of Tennessee Network S

Rluegrass Family Health Single Source

Cigna Healthplan of TN PPO/EPO/Fundamental

Cigna Healthplan of TN State of TN Employees

Coventxry Health Care

Coventry Health Care First Health

Evolutions Healthcare System, Inc.

First Choice Health Plan of Mississippi

Government Employees Health Association, Inc. (GEHA)/PPO USA

HealthSCOPE Benefits, Inc.

HealthSpring Medicare Advantage

Humana ChoiceCare Network

Humana's HMQ/EPO Network

Humana Medicare Advantage

Magnolia Health Plan (Centene - Managed MS Medicaid)

Mississippi Physicians Care Network

MultiPlan, Inc.

NovaNet

NovaSys Health

Pittman & Associates, Inc.

PPOplus, LLC

Private Healthcare Systems (PHCS)

Private Healthcare Systems (PHCS) Savilitym

Provider Select, Inc.

QualcChoice of Arkansas, Inc,

USA Managed Care Organization, Inc.
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23. Section B. , Orderly Development, Item D.2

The corrective action plan included in Attachment Orderly Development 4 (B) is noted.
However, please submit a letter from the appropriate agency that all deficiencies/findings have
been corrected.

The most recent state survey is dated August 21, 2007, Please submit the most recent state
survey. If not available, please submit the most recent Joint Commission Survey results.

Regponse:
A letter dated November 19, 2007 acknowledges that all

corrections for deficiencies/findings in the October 17, 2007
survey were accepted.

. The most recent Joint Commission Survey results follows.
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Oct 17, 2007
Acceptance Letter
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STATE OF TENNESSEE

DEPARTMENT OF HEALTH
WEST TENNESSEE HEALTH CARE FAGILITIES
781-8 AIRWAYS BOULEVARD
JACKSON, TENNESSEE 28301

November 19, 2007

Mr. Jason thtle, Admlmstrator
Baptist Memorial Hosmé

6019 Walnut Grove R
Memphis, TN 38120

RE:  Full Survey
Dear Mr. Little:

On October 17, 2007, a full survey was completed at your facility. Your plan of
correction for this survey has been received and was found to be acceptable.

Thank you for the consideration shown during this survey.

Sincerely,

z%f‘

Ut

Celia Skelley, MSN, RN 7
Public Health Nurse Consultant I

CES/TJW
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Joint Commission
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' The Joint Commission
December 18, 2014
Zach Chandler Joint Commission ID #: 7869
CEO Program: Hospital Accreditation
Baptist Memarial Hospital - Memphis Accreditation Activity: Measure of Success
6019 Walnut Grove Road Accreditation Activity Completed: 12/1872014

Memphis, TN 38120

Dear Mr. Chandler:

The Joint Commission would like to thank your organization for participating in the accreditation process. This
process is designed to help your organization continuously provide safe, high-quality care, treatment, and services
by identifying opportunities for improvement in your processes and helping you follow through on and
implement these improvements. We encourage you 1o use the accreditation process as a continuous standards
compliance and operational improvement tool.

The Joint Commission is granting your organization an accreditation decision of Accredited for all services
surveyed under the applicable manual(s) noted below:

Comprehensive Accreditation Manual for Hospitals

This accreditation cycle is effective beginning June 07, 2014, The Joint Comimission reserves the right to shorten
or lengthen the duration of the cycle; however, the certificate and cycle are customarily valid for up to 36 months,

Please visit Quality Check® on The Joint Comumission web site for updated information related to your
accreditation decision.

We encourage you to share this accreditation decision with your organization’s appropriate staff, leadership, and
goveming body. You may also want to inform the Centers for Medicare and Medicaid Services (CMS), state or
regional regulatory services, and the public you serve of your organization's accreditation decision.

Please be assured that The Joint Comumission will keep the report confidential, except as required by law. To
ensure that The Joint Commission’s information about your organization is always accurate and current, our
policy requires that you inform us of any changes in the name or ownership of your crganization or the health
care services you provide.

Sincerely,

Wk Rtbt,

Mark G.Pelletier, RN, MS
Chief Operating Officer

Division of Accreditation and Certification Operations
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W' The Joint Commission

August 27,2014
Re: # 7869

CCN: #440048
Program: Hospital
Accreditation Expiration Date: June 07, 2017

Zach Chandler

CEO

Baptist Memorial Hospital - Memphis
6019 Walnut Grove Road

Memphis, Tennessee 38120

Dear Mr. Chandler:

This letter confirms that your June 02, 2014 - June 06, 2014 unannounced full resurvey was conducted for
the purposes of assessing compliance with the Medicare conditions for hospitals through The Joint
Commission’s deemed status survey process.

Based upon the submission of your evidence of standards compliance on July 24, 2014 and August 13,
2014, The Joint Commission is granting your organization an accreditation decision of Accredited with an
effective date of June 07, 2014.

The Joint Commission is also recommending your organization for continued Medicare certification
effective June 07, 2014. Please note that the Centers for Medicare and Medicaid Services (CMS)
Regional Office (RO) makes the final determination regarding your Medicare participation and the
effective date of participation in accordance with the regulations at 42 CFR 489.13. Your organization is
encouraged to share a copy of this Medicare recommendation letter with your State Survey Agency.

This recommendation applies 1o the following locations:

Baptist Memorial Hospital Memphis - Memphis Campus
6019 Walnut Grove Road, Memphis, TN, 38120

Baptist Memorial Hospital Memphis- Collierville Campus
1500 West Poplar, Collierville, TN, 38017

Baptist Memorial Hosptial Memphis - Women's Campus
6225 Humphreys Blvd., Memphis, TN, 38120

Baptist Rehab
440 Powell Road, Collierville, TN, 38017

Headguarters

One Renaissance Boulevard
Ouakbronk Terrace, 1L GOLHL
630 792 5000 Voice
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P’ The Joint Commission

Baptist Women's Health Center
4545 Poplar Avenue, Memphis, TN, 38117

Baptist Women's Health Center
50 Humphreys Boulevard, Suite 23, Memphis, TN, 38120

GI Specialists
d/b/a GI Specialists
80 Humphreys Center Dr. #200, Memphis, TN, 38120

Stern Cardiovascular Clinic Qutpatient Diagnostics
8060 Wolf River Boulevard, Germantown, TN, 38138

We direct your attention to some important Joint Commission policies, First, your Medicare report is
publicly accessible as required by the Joint Commission’s agreement with the Centers for Medicare and
Medicaid Services. Second, Joint Commission policy requires that you inform us of any changes in the
name or ownership of your organization, or health care services you provide.

Sincerely,

Dbt (Rt

Mark G. Pelletier, RN, MS
Chief Operating Officer
Division of Accreditation and Certification Operations

ce: CMS/Central Office/Survey & Certification Group/Division of Acute Care Services
CMS/Regional Office 4 /Survey and Certification Staff

Hoadgusrtery

One Resaissance Baulevand
Oakbrook Terrce, 1L 60181
630 792 5000 Voice
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P The Joint Commission

Official Accreditation Report

Baptist Memorial Hospital - Memphis
6019 Walnut Grove Road
Memphis, TN 38120

Organization Identification Number: 7869

Evidence of Standards Compliance (45 Day) Submitted: 7/24/2014
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Executive Summary

Program(s) Submit Date
Hospital Accreditation 7/24/2014
Hospital Accreditation : As a result of the accreditation activity conducted on the above date(s), there

were no Requirements for Improvement identified.
You will have follow-up in the area(s) indicated below:

¢ Measure of Success (MOS) - A follow-up Measure of Success will occur in
four (4) months.

If you have any questions, please do not hesitate to contact your Account Executive.

Thank you for collaborating with The Joint Commission to improve the safety and quality of care
provided to patients.

Organization ldentification Number: 7869 Page 2 of 5
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Requirements for Improvement — Summary

Program Standard Level of Compliance
HAP EC.02.03.01 Compliant
HAP EC.02.05.01 Compliant
HAP 1C.02.02.01 Compliant
HAP LS.02.01.34 Compliant
HAP MM.02.01.01 Compliant
HAP NPSG.03.05.01 Compliant
HAP PC.01.02.07 Compliant
HAP PC.01.03.01 Compliant
HAP PC.02.01.03 Compliant
HAP PC.02.01.11 Compliant
HAP PC.03.01.03 Compliant
HAP PC.03.01.07 Compliant
HAP PC.04.01.05 Compliant
HAP RC.02.01.03 Compliant

Organization Identification Number: 7869
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The Joint Commission 3:16 pm

Summary of CMS Findings

§482.23 Deficiency: Compliant
HAP

§482,23 Condition of Participation: Nursing Services

Tag: A-0385

The hospital must have an organized nursing service that provides 24-hour nursing
services. The nursing services must be furnlshed or supervised by a registered nurse.

CoP Standard Tag Corresponds to Deficiency
§482.23(b)(4) |A-0396 HAF - PC.01.03.01/EP1 Compliant
CoP: §482.41 Tag: A-0700 Deficiency: Compliant
Corresponds to: HAP

Text:

§482.41 Condition of Participation: Physical Environment

The hospital must be constructed, arranged, and maintained to ensure the safety of the
patient, and to provide facllities for diagnosls and treatment and for special hospital
services appropriate to the needs of the community.

CoP Standard Tag Corresponds to Deficiency
§482.41(b)(1)(i) |A-071C HAP - LS.02.01.34/EP2 Compliant
CaP: §482.42 Tag: A-0747 Deficiency: Compliant

Corresponds to:
Text:

HAP - EC.02.05.01/EP6
§482.42 Condition of Participation: Infection Control
The hospital must provide a sanitary environment to avoid scurces and transmission of

infections and communicable diseases. There must be an active program for the
prevention, control, and investigation of infections and communicable diseases.

CoP:
Corresponds to:
Text:

§482.51 Tag: A-0940 Deficiency: Compliant

HAP - 1C.02.02.01/EP2
§482.51 Condition of Participation: Surgical Services

If the hospital provides surglcal services, the services must be well organized and
provided In accordance with acceptable standards of practice. If outpatient surgical
services are offered the services must be consistent in quality with inpatient care in
accordance with the complexity of services offered.

CoP Standard Tag Corresponds to Deficiency
§482.51(b)(6) |A-0959 HAP - RC.02.01.03/EP7 Compliant
CoP: §482.52 Tag: A-1000 Deficiency: Compliant
Corresponds to: HAP
Organization Identification Number: 7869 Page 4 of 5
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Summary of CMS Findings

Text: §482.52 Condition of Participation: Anesthesia Services
If the hospital furnishes anesthesia services, they must be provided in a well-organized

manner under the direction of a qualified doctor of medicine or osteopathy. The service
is responsible for all anesthesia administered in the hospital.

CoP Standard Tag Corresponds to Deficiency
§482.52(b)(3) |A-1005 HAP - PC.03.01.07/EP8 Compliant
Cobp: §482.56 Tag: A-1123 Deficiency: Compliant

Corresponds to: HAP
Text: §482,56 Condition of Participation: Rehabilitation Services
If the hospital provides rehabilitation, physical therapy, occupational therapy, audiology,

or speech pathology services, the services must be organized and staffed to ensure the
health and safety of patients.

CoP Standard Tag Corresponds to Deficiency
§482.56(b) A-1132 HAP - PC.02.01.03/EP7 Compliant
Organization Identification Number: 7869 Page 5 of 5
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)/ The Joint Commission

Official Accreditation Report

Baptist Memorial Hospital - Memphis
6019 Walnut Grove Road
Memphis, TN 38120

Organization Identification Number: 7869

Measure of Success Submitted: 12/18/2014
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Executive Summary

Program(s) Submit Date
Hospital Accreditation 12/18/2014
" Hospital Accreditation : As a result of the accreditation activity conducted on the above date(s),

there were no Requirements for Improvement identified.

If you have any questions, please do not hesitate to contact your Account Executive,

Thank you for collaborating with The Joint Commission to improve the safety and quality of care
provided to patlents,

Organization Identification Number: 7869 Page 2 of 3
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Requirements for Improvement — Summary

Program Standard Level of Compliance
HAP EC.02.03.05 Compliant
HAP MM.C3.01.01 Compliant
HAP NPSG.03.05.01 Compliant
HAP PC.01.02.07 Compliant
HAP PC.01.03.01 Compliant
HAP PC.02.03.01 Compliant
HAP PC.04.01.05 Caompliant
HAP RC.02.01.03 Compliant
HAP RI.01.03.01 Compliant

Organization |dentification Number: 7869 Page 3 of 3
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24. Section B., Ordcrly Development, Item F. (1)
Please provide a brief status update for CN1512-066A.

Resgonse:

The project involves renovation of space for 5 exiting cardiac
catheterization labs, new imaging equipment for cardiac and
peripheral vascular imaging in 2 rooms, ceiling equipment mounts
in all rooms, new lighting, 2 volcano machines for ultrasound
imaging guidance and omnicell drug dispensing units.

As stated in the CON application, to allow operation of the cath
labs to continue during the renovation, the project will be
completed in five phases. Currently, phase 1 of the project is
approx. 60% complete and the entire project is about 15%
complete. The delivery of the first replacement equipment is
scheduled for March 15%, 2017.
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25 Project Completion Forecast Chart

Please submit a Project Completion Forecast Chart.

Response:

The Project Completion Forecast Chart follows.
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PROJECT COMPLETION FORECAST CHART

Assuming the Certificate of Need (CON) approval becomes the final HSDA action on the date
listed in Item 1. below, indicate the number of days from the HSDA decision date to each phase
of the completion forecast.

Days Anticipated Date
Ehase i — _Reguired |  [Month/Year]
04/2017
1. Initial HSDA decision date N |
5 04/2017
2. Architectural and engineering contract signed o
) 120 08/2017
3. Construction documents approved by the Tennessee
__ Department of Health
120 08/2017
4. Construction contract signed
140 09/2017
5. Building permit secured ~ S -
160 10/2017
6. Site preparation completed N -
160 10/2017
7. Building construction commenced
’ 250 12/2017
8. Construction 40% complete
370 03/2018
9. Construction 80% complete
450 08/2018
10. Construction 100% complete {approved for occupancy) N
480 09/2018
11. *lssuance of License
490 10/2018
12. *lssuance of Service |
4395 10/2018
| 13. Final Architectural Certification of Payment ) - -
540 1172018
14. Final Project Report Form submitted (Form HR0055) I |

“For projects that DO NOT involve construction or renovation, complete Items 11 & 12 only.

NOTE: If litigation occurs, the completion forecast will be adjusted at the time of the
final determination to reflect the actual issue date
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This is a replacement page to correct the number of ED rooms at Baptist — Memphis. A
typographical error was found.
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2) Describe the special needs of the service area population, incluﬁgshggﬁh disparities, the
accessibility to consumers, particularly the elderly, women, racial &hd ethnic minorities, and
low-income groups. Document how the business plans of thi facility will take into
consideration the special needs of the service area population.

Response:
Special Needs for the ED will primarily be age related. Pedlatric and

geriatric patients will be accommodated.

D. Describe the existing and approved but unimplemented services of similar healthcare providers
in the service area. Include utilization and/or occupancy trends for each of the most recent three
years of data available for this type of project. List each provider and its utilization and/or
occupancy individually. Inpatient bed projects must include the following data: Admissions or
discharges, patient days, average length of stay, and occupancy. Other projects should use the
most appropriate measures, e.g., cases, procedures, visits, admissions, etc. This doesn't apply
to projects that are solely relocating a service.

Response :

There are no CON approved and unimplemented FSEDs in the service area.

Each emergency department location within the zip code area or county is listed
in the chart below with the emergency room visit utilization from the Hospital
Jeoint Annual Report. It is unclear whether the visits include left without being
seen “LWRS” and left against medical advice “LAMA”Y.

I

) Tep T2011 [2012  [a2013 2014 (2015 |
| HOSPITAL NAME Rooms | Visits | Visits Visits | Visits Visits
| Methodist University 38 | 56725 | 60,902 | 62587 | 64,724 | 70,051
| MethodistSouth | 37 59,346 | 62,659 | 62,300 | 63,086 | 65601
_Methodist North | a3 | s9726 | 66862 | 69062 | 68359 | 72,247
| Methodist Germantown | 38 | 48,109 ! 53,937 | 54,914 | 53,817 | 57,468
Regional One | 51 | 45189 | 48985 | 55963 | 53,187 | 52,327
'BaptistMemphis | 54 | 56862 | 58333 | 60,274 | 62,451 | 62,492 |
Baptist Women 8 I . | | 10,172
| Baptist-Collierville 13 16,602 17,735 16,714 14,690 17,218 |
| St Francis-Park 38 | 39,853 | 42,198 | 44,856 | 50,100 | 54,522
St Francis-Bartlett 30 | 31,353 | 36561 | 36616 | 36103 | 42,20
IDLIta_I_\,_’Eed_ical Center 13 24,350 24,385 | 26,459 | 23,963 . 25,556
I I !
Total 438,115 | 472,557 | 489,745 | 490,480 | 520,875 |

. Provide applicable utilization and/or occupancy statistics for your institution for each of the past
three years and the projected annual utilization for each of the two years following completion of
the project. Additionally, provide the details regarding the methodology used to project
utilization, The methodologymust include detailed calculations or documentation from referral
sources, and identification of all assumptions. '

Regponse:

The projection for year 1 is 6,207 vigits and year 2 is 9,248 visits. The
projections are based on conservative estimates of the proportion of patients as
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January 31, 2017

VIA HAND DELIVERY

Phillip Earhart

HSD Examiner

Health Services and Development Agency
Andrew Jackson Building, 9" Floor

502 Deaderick Street

Nashville, TN 37243

RE: Baptist Memorial Hospital (Satellite Emergency Department in Arlington)

Dear Mr. Earhart:

Please find enclosed, in triplicate, responses to your letter dated January 31, 2017.

Thank you for your attention to the enclosed.

Very truly yours,
BUTLER SNOW LLP
Do
an H. Elrod
clw
Enclosures

cc: Arthur Maples

The Pinnacle at Symphony Place T615.651.6700
150 3rdd Avenue South, Suite 1600 615.651.6702 F615.651.6701
Nashville, TN 37201 dan.elrod@butlersnow.com www. butlersnow.com
35133592v1

DanN H. ErLroD

BuTtLer SNow LLP
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1. Section A., Executive Summary A, Item 1

What is the travel time from the center of the ZIP Codes in the proposed service area to
the closest hospital-based ED? Based on your response to this question, please compare
the outcome possibilities of a patient with a Level IV or V condition going to a
freestanding ED with expected transfer to a hospital versus going directly to a hospital
based ED.

Response:
As noted in an earlier response, BMH Memphis will provide

education to ensure that patients know the services and costs at
the FSED location. Stabilization and transportation will be
provided to those patients who need services other than thcse
provided at the FSED. Patients who experience symptoms
indicating more extensive services of an adjacent full service
hospital may not stop. However, patients who need immediate
attention may benefit by stopping at the FSED before transfer.
Baptist Memorial Hospital has transfer agreements with St
Francis-Bartlett and other facilities in the area. Baptist
patients, that are the basis of the calculations in this
application, will benefit from access to complete medical
records.

Distance from Zip Centroid to FSED in Arlington in Miles
And the Closest ED

FSED

Zip City Arlington Closest ED Miles
38002 Arlington 4.7 St Francis Bartiett 7.4
38012 Brownsville 35.5 Baptist Tipton 25.3
38016 Cordova 11 St Francis Bartlett 3.7

Methodist

38018 Cordova 13 Germantown 43
38028 Eads 6.7 St Francis Bartlett 111
38049 Mason 15.8 Baptist Tipton 14.2
38053 Millington 19.9 Methodist North 10.9
380860 QOakland 13.2 St Francis Bartlett 17.7
38068 Somerville 21.6 St Francis Bartlett 26.2
38069 Stanton 24.9 Baptist Tipton 22
38076 Williston 22 St Francis Bartlett 26.6
38133 Memphis 9.4 St Francis Bartlett 0.1
38135 Memphis 15.5 Methodist North 4




JAN 21°17 rud:49

Distance from Zip Centroid to FSED in Arlington in Miles
And ALL EDs in the County Service Area

38002 | 38012 | 38016 | 38018 | 38028 | 38049 | 38063 | 38060 | 38068 | 38069 | 38076 | 38133 | 38135
Meth Germ 146 51.7 7.3 43| 182 317 258| 24.2| 327 411| 284 8.9 127
Meth North 116 | 462 | 125| 155| 236 | 265| 109 30| 385| 431 389 7 4
Meth South 295| 666 | 244 | 201| 328| 466 | 256| 391 476 56| 49.5| 23.5| 238
Meth Uni 219 586| 168| 144 | 251 39| 183| 315 40 48 | 435 | 15.8 16
Bapt Mem 153 | 525| 101 54| 185| 324 206| 249| 334 | 418 288 9.2 | 10.2
Bapt Cvlle 175| 54.2 124 | 114| 213| 388| 396| 277 | 36.1| 436| 286| 163 26
Bapt Tipton 246 | 253 316 | 336 30| 142 203| 29.7| 31.8 22| 395 29| 291
Delta 223 | 598| 172| 129 256 | 394 28 32| 404 ) 492 423 163 17.2
St Francis 18 55 12.8 86| 212 351| 232| 276| 36.1| 444 393 | 11.9| 129
SF- Bartlett 74| 446 3.7 57 111 211 20| 17.7 | 26.2 34| 26.6 0.1 4.8
ROH 22.7| 63.2 17.6 21| 259 398 | 184 | 323 | 408| 526| 443| 16.7| 164
Arlington
FSED 47| 355 11 13 67| 158| 199 | 13.2| 216 | 24.9 22 94| 155




2. Section A., Executive Summary A, Item 4 Similar Providers

For the most recent year available, what percentage of total ED patients at Regional One Health
resided in the proposed ZIP Code service area?

Response:
In 2015, approx. 3% of the total ED patients who resided in the

proposed 2ip code service area went to Regional One Health.

For the most recent year available, what percentage of total ED patients at Baptist Memorial
Hospital resided in the proposed ZIP Code service area?

Resgonse:

BMH - Memphis is the applicant. However, Baptist Memorial

- Hospital has other locations in the service area included BMH
Collierville and BMH Tipton. The percentage for each of these
locations is shown below:

BMH - Collierville 6.7%
BMH - Tipton 10.8%
BMH - Memphis 17.5%

JAN 31°17 pud: a9
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3. Section A, Project Details, Item 4.B Ownership

The applicant’s response includes “That arrangement was reviewed in depth by the Department
of Health, and the Department concluded that the facility could be properly licensed as part of

BMH”.

Please provide documentation of the Department of Health’s conclusion,

Response:
Information was provided to the Agency when it considered the
application for Baptist Memorial Hospital, Lakeland, CN1508-037,
including the attached letter from the Office of General Counsel
for the Department of Health, which concluded that the
arrangement between Baptist Memorial Hospital and Regional One
Health would not violate any licensing statutes or rules. The
arrangement reviewed in connection with CN1508-037 will be the

same for the proposed project.
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STATE OF TENNESSEE
DEPARTMENT OF HEALTH
OFFICE OF GENERAL COUNSEL

885 Mainstream Drive, Second Floor
Nashvills, Tennesses 37243
Telephone: (615) 741-1811

Facsimlile: (815) 532-3388 or (815) 532-7749

BILL HASLAM JOHN J. DREYZEHNER, MD, MPH, FACOEM
GOVERNOR COMMIBSIONER

kyonzte.hughes-toombs@tn.gov

VIA US Mail and Email
February 11, 2016

Dan H. Elrod

Butler Snow LLP

150 3rd Avenue South, Suite 1600
Nashville, TN 37201
dan.elrod@butlersnow.com

Richard G. Cowart

Attorney at Law

Baker Donelson Center

211 Commerce Street
Nashville, Tennessee 37201
dcowart@bakerdonelson.com

Re: Baptist Memorial Hospital and Regional One Health

Dear Mr. Elrod & Mr. Cowart:

On December 17, 2015, you both, along with other representatives from Baptist Memorial
Hospital and Regional One Health, in Memphis, Tennessee, met with me, Devin Wells (Deputy
General Counsel), Vincent Davis (Director of the Office of Health Care Facilities), and Ann
Reed(Director of Licensure). After hearing your explanation of the proposed freestanding
emergency department, it is the opinion of the Office of General Counsel that Baptist Memorial
Hospital is the sole operator of the freestanding emergency department and that Regional One
Health serves primarily as an investor with input in the operations of the emergency department
but no decision making authority. As presented to us on December 17, 2015, there is no
violation of any of the rules and regulations related to the Board for Licensing Health Care
Facilities,

If you have any further questions or concerns, feel free to contact me.



Respectfully,

"K\pgé' oo omon

Kyonzté¢ Hughes-Toombs
Assistant General Counsel

KHT/af

cc:  Ann Reed, Director of Licensure



4. Section B, Need, Renovation and Expansion, Item 3.b.

Your response to this item is noted. Are there other on-campus alternatives to expanding the
emergency department rather than going in a northeast direction?

Resgonse :

Ground level expansion in other directions is limited by traffic
patterns and vertical expansion would not be possible without
substantial internal realignment of services to maintain
efficiencies. The most recent expansion maximized practical
useable footprint.

Has the applicant considered expanding the emergency departments at the Collierville or Tipton
County hospitals?

Response:
Expansion of the emergency departments at Collierville and

Tipton would not address the needs to relieve the congestion for
patients coming to BMH Memphis. In addition, expansion at
Collierville and Tipton would not materially improve ED access
for patients who reside in the service area.

50
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5. Section B, Need, Item 5.

The applicant was asked in the first supplemental response to provide a utilization table of
Baptist Hospital’s (Walnut Grove Rd. location) admissions, patient days, and occupancy rate for
the last three reporting years. Please provide this information.

Discharges Patient Days Occupancy Rate
2013 24,509 163,128 82.00
2014 24,737 155,576 78.21
2015 25,802 161,169 81.02

In the response regarding projected utilization by level of care to the Satellite ED, it appears that
4,013 or 65% of the 6,207 visits to the Satellite ED will be Level IV or Level V. What is the
projection on how many of these patieats will have to transfer to a hospital for inpatient or other
hospital care?

Response
After review, the table that was submitted was correct except

for the Column for Satellite ED distribution, which is corrected
below. The CPT codes were distributed based on historical
utilization. The distribution was projected forward. Acuity
levels are 1-5 with 5 being the lowest level. It is anticipated
that the education of the community will be successful and fewer
of the highest acuity patients will present at the FSED,
However, ambulance service will be available as necessary to
transport patients.

The CPT counts do not correlate well with true acuity levels, in
fact, we expect few patients at acuity level 1 and 2.

eevel oilEare Elvll)ain EN:i" Zl)ain Main ED Satellite ED Combined
2014 2015 2016 Year 1 Year 1 Yearl
Level | 2,796 1,811 854 1,826 177 2,003
Level l) 7,623 5,592 3,554 5,606 544 6,150
Level lli 21,004 | 18,835 | 17,174 19,060 1,845 20,909
Level IV 18,744 | 20,527 | 27,088 22,185 2,152 24,337
Level V 12,284 | 15,728 | 17,796 15,314 1,485 16,800
Total 62,451 | 62,492 | 66,467 63,991 6,207 70,198

There also appears to be a typo in the Main ED, Year 1 column in the Level III row. Please
make the necessary corrections.

ResEonse

This has been corrected above.




In the Projected Utilization by Zip Codes in Applicant’s Proposed Service Area, Year 1 Chart,
there appears to be some calculation errors in the “Cumulative % column. Please revise and

resubmit this chart.

JAN 3117 Fuel B0
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| Patient Name Population | Main ED Visits ] :;::I‘I’i::iD I/?sti:; ?::Jm % by Zip Cumulative

Zip Code in 2019 Year 1 Visits Year 1 | zlp area Code %
38002 | Arlington | 48,577 302 955 1257 12% 2% |
38012 | Brownsville | 14,404 31 127 158 | 1% 3% |
38016 | Cordova | 47,209 1134 1181 2315 | 21  34%
38018 | Cordova | 39,359 427 522 949 9% 3%
38028 Eads | 8196 73 342 415 2% 7%
38049 Mason 4,989 107 514 621 6% 53%
38053 | Millington | 28,295 452 504 956 9% 61%
38060 | Oakland | 10,298 134 329 463 4% 66%
38068 Somerville | 10,890 207 491 698 6% 72%
38069 Stanton | 3,088 21 160 181 2% 74%

J 38076 | Williston | 1,253 | 685 74 759 7% B1%

| 38133 Bartlett | 21,596 682 | 512 1194 11% 92%

38135 | Bartlett | 31,312 400 | 496 | 896 8% 100%

|TOTALS | 269,467 _ 4656 { _ 6207 | 10863 | 100% | —

Your response to the Baptist Memorial Hospital (Walnut Grove location) and Proposed Satellite
ED Historical and Projected Utilization Chart is noted. Please explain the rationale for the
projected increase at the satellite ED of the almost 50% increase in visits between Years 1 and 2.

ResEonse

The increase in visits between years 1 and 2 is anticipated
because familiarity with the location will make it more
convenient for patients in the area and patients of Baptist
Memorial Hospital. Utilization in year 1 is based on the
experience of current BMH patients and as more patients learn
about the FSED, they will choose to travel to a less congested
area.

The applicant indicates that in 2016 the average visits per treatment room was 1,231 and is
expected to exceed that by Year 5 after Satellite ED approval at 1,262 visits per room. Please
discuss the rationale behind that forecast.

ResEonse

It is anticipated that the utilization at the main campus will
continue to increase and the utilization at the FSED will also



E
N L

(4p}
o)
increase. Plans will be implemented to ensure that BMH patientE'E,:

are aware of service locations and wait times at each.

In the 2016 column, Visits per room are 1,231 on one line and 1,278 on another line. Please

address this discrepancy.

Response:

The chart has been corrected below.

Baptist Memorial Hospital (Walnut Grove location) and Proposed Satellite ED Historical

and Projected Utilization

Actual Projected ]
Year 2014 2015 2016 Yr1 Yr.2 Yr. 5
Main Campus 62,451 62,492 66,467 63,991 63,656 68,165
Visits
Main Campus Rooms 54 54 54 54 54 54
Main Campus Visits/ 1,156 1,157 1,231 1,185 1,179 1.262
Room
Satellite Visits 6,207 9,248 9959
Satellite Rooms 10 10 10
Satellite Visits Per Room 620 924 996
Total Visits 62,451 62,492 66,467 70,198 72,904 78,124
Total Rooms 54 54 54 64 64 64
Total Visits Per Room 1,156 1,157 1,231 1,096 1,139 1,220
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6. Section B, Economic Feasibility, Item A.2.

The applicant has listed the lease cost in the Project Cost Chart as $6,466,493; however on page
26 of the original application the applicant states “The fair market amount of 39,328,001 is less
than the cost involving a lease arrangement with a developer at a cost of 810,028,678, The lease
arrangement was used (o calculate the cost of the project.”

Please explain the discrepancy in these cost figures and submit a revised Project Cost Chart with
additional applicable filing fees, if necessary.

Resgonse H

The fair market amount was based on construction of the facility
and did not involve additional coste associated with leasing.

A revised project cost chart was included in the supplemental
information and that chart included a decrease in the CON filing
fee as required by adjustment in the Agency’'s rules pertaining
to this time period for filing. The cost of using the lease is
still more expensive than the market value method.

Due to a math error, a corrected page 26 follows.

1

50
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ECTION B: ECONOMIC FEASIBILITY

31°17 rudiB0

A. Provide the cost of the project by completing the Project Costs Chart on the following page. Eustlfy
the cost of the project.

1) All projects should have a project cost of at least $15,000 (the minimum CON Filing Fee). (See
Application Instructions for Filing Fee)

Response:
The chart has been completed on the following page. The project cost excluding

CON filing fee is $9,971,344.

2) The cost of any lease (building, land, and/or equipment) should be based on fair market value
or the total amount of the lease payments over the initial term of the lease, whichever is
greater. Note: This applies to all equipment leases including by procedure or “per click”’
arrangements. The methodology used to determine the total lease cost for a "per click"
arrangement must include, at a minimum, the projected procedures, the "per click” rate and the
term of the lease.

Resgponse:

The cost of the project which will involve a developer and lease for the building,
according to CON rule, is higher than the market wvalue costs.

The project cost comparison of the fair market value of completing the project
without a developer to the lease arrangement including a developer is shown on
the following page. The fair market value of the project is $g—§3§‘332, which is
the sum of the construction cost ($3,643,750) and the value of tﬁ ‘1and
{$165,541) . Land value 1s based on allocating a proportionate share of the tax
appraisal value of $8,521,900 for the entire parcel of 85 acres. The fair market
value is less than the lease cost of $6,466,493, so the higher amount is used in
the Project Cost Chart.

3) The cost for fixed and moveable equipment includes, but is not necessarily limited to,
maintenance agreements covering the expected useful life of the equipment; federal, state, and
local taxes and other government assessments; and installation charges, excluding capital
expenditures for physical plant renovation or in-wall shielding, which should be included under
construction costs or incorporated in a facility lease.

Response:
The equipment value is $3,393,044. Major fixed equipment items are not part of

the project.
The amounts for the equipment are shown in the £ollowing list:

Equipment over $50,000

Name Est. Cost

Omnicell $71,192
Bed Alarm System $99,456
X-Ray $250,000
Ultrasound $50,000
Computerized Tomography $500,000
Security Surveillance $124,320

12 R-26
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7. Section B. Economic Feasibility Item D. (Projected Data Chart)
On Page 55 of the Projected Data Chart, Depreciation is $21,784,394 in Years 2019 and

2020. On Page 56 Depreciation is Listed as $20,427,449 in both years. Please explain this
discrepancy and submit a revised Projected Data Chart, if necessary,

Response:
A corrected Projected Data Chart follows this page.
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PROJECTED DATA CHART

BMH MEMPHIS

JON 2117 evd 46

Give information for the last three (3) years for which complete data are available for the facility or agency.

A. Utilization Data (Visits)

B. Revenue from Services to Patients
1. Inpatient Services
2. Outpatient Services
3. Emergency Services
4, Other Operating Revenue {Specify)
qift shop, etc.

C. Deductions from Gross Operating Revenue
1. Contractual Adjustments
2. Provision for Charity Care
3. Provisions for Bad Debt

NET OPERATING REVENUE

D. Operating Expenses
1. Salaries and Wages
a. Direct Patient Care
b. Non-Patient Care
2. Physician’s Salaries and Wages
3. Supplies

4. Rent

a. Paid to Affiliates

b. Paid to Nan-Affiliates
5. Management Fees:

a. Paid to Affiliates

b. Paid to Non-Affiliates
6. Other Operating Expenses

E. Earnings Before Interest, Taxes and Depreciation
F. Non-Operating Expenses

1. Taxes

2. Depreciation
3. Interest
4. Other Non-Operating Expenses
Total Non-Operating Expenses

NET INCOME (LOSS)

G. Other Deductions

Gross Operating Revenue

Total Deductions

Total Operating Expenses

Non-Operating Revenue

14

The fiscal year begins in Oct

Year 2019

26,288

Year 2020

26,964

$ 1535323835 $  1,574,805,587
$ 794,897,460 $ 799,640,514
$ 161,010,298 $ 167,216,926
$  13,352,748.00 $  13.352,748.00
$  2,504,584341 $ 2555015775
$  (1,810,128,876) $  (1,846,772,355)
$ (79,719,411) § (81,333,217)
$ (72,245,716) § (73,708,228)
$  (1.962,094,003) $  (2,001,813,800)
$ 542,490,338 $ 553,201,975
$ 200,873,372 206,038,948
$ 157,108,016 3 161,148,141
$ 663,549 3 676,081
$ 1,074,579 § 1,098,177
$ 50,067,107 $ 51,068,449
$ 80,053,748 $ 81,451,378
$ 489,840,371 § 501,481,174
$ 52,649,968 $ 51,720,801
$ 1,387,028 § 1,387,028
$ 21,784,394 § 21,784,394
$ 44092 $ 44,092
$ 23215514 § 23,215,514
$ (5,062,196) $ (5,062,196)
$ 24,372,257 §$ 23,443,090
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1. Annual Principal Debt Repayment $ 5,075,000 § -

2. Annual Capital Expenditure $ 299,391 $ =299 39
Total Other Deductions $ 5,374,391 § 299,391
NET BALANCE $ 18,997,866 $ 23,143,699
DEPRECIATION § 21,784,394 § 21,784,394
FREE CASH FLOW (Net Balance + Depreciation) $ 40,782,261 $ 44,928,093

PROJECTED DATA CHART-OTHER EXPENSES - BMH MEMPHIS
OTHER EXPENSES CATEGORIES Year 2019 Year 2020
1 Purchased Svcs $ 12,796,644 § 13,180,543
2 insurance Expense $ 5,851,164 § 5,851,164
3 Utilities 3 5,742,335 § 5,799,758
4 Repairs & Maintenance $ 10,608,355 $ 10,926,606
5 Loss on Asset Impairment

6 Professional Fees $ 31,902,867 $ 32,540,925
7 Medicaid Assessment $ 9,967,320 $ 9,967,320
8 Misc $ 3,185,063 % 3,185,063
Total Other Expenses $ 80,053,748 $ 81,451,378
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8. Section B, Economic Feasibility Item H.

" The revised staffing chart is noted. It appears that Total Staff should be 35.2. Please make the
necessary corrections and submit a revised Staffing Chart.

Response:
The Total Staff figure has been updated to 35.2

Position Existing Projected | Average Wage . Area
Classification FTEs FTEs (Contractual | Wide/Statewide
(enter year) Year 1 Rate) Average Wage |
a) Direct Patient Care N/A
Positions
RNs ) 8.2 $27.84 $27.10
Respiratory Therapist 3.5 $28.85 $23.16
Medical Assistant 3.3 $14.00 $13.48
Manager 1 §37.30 $37.86
lLab Tech 3.2 $26.50 $16.81
Ultrasound Tech 3.2 $28.15 523.49
CT Tech 3.3 $25.50 $24.45
Total Direct Patient 25.7
Care
b) Non-Patient Care
Positions
Director 1 $55.25 $40.54
MM Tech 1 $11.56 $11.55
Receptionist 3.2 $15.00 $13.85
Total Non-Patient 5.2
Care Positions
Total Employees 30.9
(A+B)
c) Contractual Staff 4.3 14.00
Security
Total Staff 35.2
(a+b+c)

16
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AFFIDAVIT
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STATE OF TENNESSEE

COUNTY OF ®4w/nv—~

NAME OF FACILITY: Ba, A W) MJMA/ (G tettre Q‘Su;m Dapertomsnt-
h #f‘ﬂjéﬂ

2)& s /f.‘:/m/ , after first being duly sworn, state under oath that | am the
applicant named in this Certificate of Need application or the lawful agent thereof, that |

have reviewed all of the supplemental information submitted herewith, and that it is true,

2,/
Signatdre/TitlE

accurate, and complete.

Sworn to and subscribed before me, a Notary Public, this the 3( day oijU’). , 20 /%

witness my hand at office in the County of MVM{S@V} _State of Tennessee.
NOTARY PUBLIC
ri
My commission expires &ﬁ-{L (O , &0 & . gy,
Uj Q,‘\\ A\“E = n f,-/
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